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USSR-CEMA TRADE 


ACHIEVEMENTS OF CEMA MEMBERS IN 1981 ENUMERATED 


Moscow EKONOMICHESKAYA GAZETA in Russian No 8, No 9. Feb 82 
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[Materials prepared by A. A. Kalashnikov, V. B. Lazarev, N. A. Vlasov, and 

[. I. Potemkina of the All-Union Scientific Research Institute of Market 
Conditions of the USSR Ministry of Foreign Trade: "The Economies of the CEMA 
Member Countries in 1981"] 


[Text] Statistical materials on the fulfillment of the social and 
economic development plans during 1981 have been published 
in the countries of the socialist commonwealth. Today we 
are placing materials here which describe the ful ‘“lment of 
the national economic plan last year in Vietnam, the GDR, 
Cuba, and Mongolia. 


Vietnam 


According to the Vietnamese press, the economy of the Socialist Republic of 
Vietnam, despite the difficult situation resulting from the consequences of a 
long war and the aggressive policies of the Beijing hegemonists, has achieved 
definite successes. 


Last year the country obtained the largest food crop harvest in its entire 
history--more than 50 million tons (in terms of unrefined rice), which is 700,000 
tons more than in 1980. The rice harvest reached almost 12.6 million tons, while 
the supplementary food crops (corn, sweet potatoes, manioc) came to 2.5 million 
tons. There was a substantial increase in the production of a number of indus- 
trial crops, especially soybeans whose sown areas reached approximately 80,000 
hectares compared to 48,000 in 1980, and whose harvest came to 60,000 tons, 

which is double the level of the preceding year. 


Livestock herds increased. There are around 10.5 million head of swine, which is 
4.5 percent more than in 1980. In 1981 there were 2,376,000 buffalo--2.7 percent 
more than in the preceding year. There were 1,761,000 bulls and cows, which is 
6.3 percent higher than the 1980 level. 


The increase in the production and procurements of agricultural output was 
fostered, apart from the relatively favorable weather conditions, by the exten- 
sive introduction of payment for final work results on cooperatives (especially 











in the north of the country), and also by the introduction on 1 October 1981 of 
new, substantially higher procurement prices. 


The country's industry fulfilled its annual plan, increasing the production of 
output somewhat compared to 1980. The production of electric energy increased 
during the year by 4.4 percent, of hard coal by 11.7 percent, sugar cane--33 
percent, and canned goods--23 percent. 


It was noted at a session of the National Assembly of the Socialist Republic of 
Vietnam which took place at the end of 1981 that the difficulties which existed 
in the country had had a negative effect upon the fulfillment of a number of 
planning indicators. In particular, the production of fabrics, sewn products, 
paper, spare parts for bicycles, and of medicines decreased somewhat. In 
capital construction and in freight hauls the plans were not fulfilled. 


At the same time, in capital construction there was an actelieration of the 
building rates for the most important state objects, including the Hao Binh 
Hydro-electric Power Station, the Falay Thermal Electric Power Station, the 
Bihm Son and Khoangtkhat' Cement Plants, the Lampthao Phosphorus Fertilizer 

Plant, Vinh Phu Paper Factory, Hanoi and Nyachung Spinning Factories, and service 
bases for the Vungtau Petroleum and Gas Region. At the end of the year the 

first output was obtained from the Bihm Son Cement Plant which is being built with 
the help of the Soviet Union. 


The results of the development of the economy of the Socialist Republic of Vietnam 
testify to a further stabilization of the economic situation and to the creation 
of more favorable conditions for the successful fulfillment of the planning 
assignments for 1982 and of the Third Five-Year Plan as a whole. 


GDR 


The tasks which were mapped out by the plan for the first year of the new five- 
year plan have been fulfilled, and for many basic indicators they have been 
overfulfilled. Compared to 1980, national income increased by 5 percent, which 
in value terms corresponds to 9 billion marks and is the largest increase in the 
entire history of the country. The increase of 5.1 percent in industrial output 
was almost fully achieved on the basis of an increase in labor productivity, 

and basically without increasing the consumption of fuel and raw materials and 
materials. 


There has been a substantial improvement of the technical and economic indicators 
of the development of the republic's industry which characterize the process of 
the intensification of social production. The production of output with the 

top quality token increased during the year by 19 percent and reached 53 billion 
marks. As a result of scientific and technical measures, 493 hours of working 
time were economized in the economy, that is, 12 percent more than last year. 
This economy corresponds to the annual working time fund of 275,000 workers. 








On the whole,successful utilization of the capital investments which were allo- 
cated last year made it possible to meet the schedules established by the plan 
and to be ahead of schedule in commissioning 25l production objects in power 
engineering, the chemical, metallurgical, electrical engineering, and electronics 
industries, in machine building, and in the production of consumer guods. 


Agricultural workers also achieved high indicators. In particular, the amount 
of state procurements of meat in slaughtered weight came to 2.5 million tons, 
which is 7.4 percent more than in 1980. 


There was a substantial expansion of the material and technical base of the 
republic's transportation, with the volume of hauls coming to more than 1.1 
billion tons. Electrification came to an additional 95 kilometers of railroad 
track, which promoted a further increase in the share of electric traction in 
railroad freight hauls--last year it came to 22 percent, compared to 20 percent 
during the preceding year. 


At the same time, it is noted in the GDR press that the national income and indus- 
trial production growth indicators were attained with capital investments whose 
volume substantially exceeded the level planned for this period. In agriculture 
the plan was not fulfilled for grain products. While the state procurement plan 
was fulfilled for grain, potatoes, sugar beet, and vegetables, it was not ful- 
filled for vegetable oil crops and fruits. 


The population's well-being was improved. The net monetary income of the workers 
increased by 3.3 percent. 


The housing problem is being successfully solved in the GDR. In 1981 550,000 
citizens improved their housing conditions. Last year the population was given 
185,000 apartments, which is almost 11,000 more than envisaged by the plan. 


The volume of foreign trade exceeded the 1980 level by 10 percent. As during 
previous years, the basic part of the republic's commodity turnover was accounted 
for by the member countries of the CEMA. There were higher than average rates 

of increase in the mutual deliveries between the GDR and the Soviet Union which 
increased by 17 percent. 


Cuba 


The past year of 1981 meant for the Republic of Cuba an increase of 12 percent in 
the gross social product. 


The material and technical base of most of the branches of the Cuban economy was 
further developed. A number of very important national economic objects were 
reconstructed, and a large group of enterprises were put into operation. 


Cuba's industrial production increased by 12 percent. At many enterprises record 
productions were obtained. 











The production of electric energy increased during the year by 7 percent. 

Last year more than 200 kilometers of electric transmission lines were built. 

The mining and metallurgical industry increased its output by 8 percent. The 
highest production of nickel concentrates in the entire history of the enterprise-- 
20,800 tons in terms of metal--was achieved by the workers of the plant in 

Niguero. 


The production of machinery and transportation equipment, with the exception of 
electrical engineering equipment, increased by 22 percent. At the enterprises cf 
the city of Holguin 601 cane harvesting combines and more than 2,000 other 
machines and units for cane growing were assembled. 


Last year the production increase in agriculture came to around 9 percent. High 
production indicators were attained in zafra [sugar harvesting season] 1980-1981. 
The degree of the use ef the production capacities of sugar plants increased, and 
the industrial extraction of sugar from processed sugar caned increased. Around 
one-half of the procured sugar cane was harvested by combines. 


A record harvest, estimated at 400,000 tons, was gathered at the citrus planta- 
tions, including 92,000 tons on the island of Molodezhi. Exports of fresh citrus 


fruits increased by almost 200,000 tons. Procurements of bananas increased by 
15 percent and reached 240,000 tons. 


The basic difficulties which the Cuban economy came up against in 1981 were a 
decrease in prices for sugar on the world market and a simultaneous continuing 
increase in prices for those goods which Cuba imports from the capitalist 
countries. The development of certain branches of the economy was made difficult 
by the consequences of the hurricane "Catherine" which caused serious damage to 
the economy of Camaguey Province, and to a certain erytent by the consequences of 
the sugar cane and tobacco fungus diseases in 1979-1980, which caused additional 
expenditures for the replacement of plantings and for other operations. A number 
of industrial enterprises, including individual large electric power stations, 
overexpended fuel. 


After the restoration of the tobacco plantations which had suffered in previous 
years from fungus diseases it was possible to substantially increase the pro- 
curements of tobacco. The production of cigars for export increased by 24 
percent. 


The population's well-being was improved. Average wages reached 168 pesos, 
exceeding the previous year's indicator by 14 percent. 


The housing construction plan was overfulfilled: the construction of 24,000 
housing units was completed, which exceeded the planned level by 4,000 units. 


An important condition for the development of Cuba's economy, the Cuban press 
observed, is its growing cooperation with the Soviet Union and the other CEMA 
countries. 





Mongolia 


The assignments of Mongolia's economic development plan for 1981 were successfully 
fulfilled for the basic indicators. Compared to 1980, the gross social product 
increased by 7.6 percent, and national income by 7.2 percent. The increase was 
achieved chiefly on the basis of an increase in labor productivity which rose by 
5.5 percent. Agriculture developed successfully. According to preliminary data, 
during the year 91 million head of young livestock was raised, or almost 634,000 
head more than in 1980. Last year the republic harvested 344,000 tons of grain 
crops, 41,000 tons of potatoes, and 29,900 tons of vegetables. 


Measures were carried out *») strengthen the material and technical base of agri- 
cultural production. The branch was assigned more than 1,000 tractors, around 
400 grain harvesting combines, a large amount of other agricultural equipment, 
and also mineral fertilizers. More than 3,000 animal husbandry housings for 1.5 
million head of livestock were built. 


In industry the largest increase in production occurred in the mining, metal 
working, and food branches. Output quality improved, and the production of a 
number of new products was mastered. 


Last year the economy of the Mongolian People’s Republic was allotted 3.5 billion 
tughriks in capital investments, which is 16.7 percent more than the average 
annual level of the preceding five-year plan. A large number of diverse economic 
objects were built and commissioned. 


At the session of the Great People's Hural which took place in December 1981, 

there was also a discussion of the difficulties which have exercised a restraining 
influence on the fulfillment of individual planning assignments. In particular, 

a number of enterprises permitted an overexpenditure of materials, raw materials, 
and fuel; amd the organizations of the Ministry of Construction and Construction 
Materials Industry overexpended assets with a total value of around one-half 
million tughriks. The practice of commissioning economic objects chiefly towards 
the end of the year has not yet been gotten rid of. Insufficient use is being made 
of large reserves for agricultural production which are connected with an improve- 
ment of agrotechnics. 


Compared to 1980, national income per capita increased by 4.3 percent, and the 
population's monetary income increased by almost 6 percent. 


Housing conditions were improved: 138,000 square meters of housing were consis- 
sioned, and the country's total housing fund increased by 6.1 percent. 


Mongolia's close and many-sided cooperation with the Soviet Union and the other 
fraternal socialist countries was an important factor in the successful fulfilil- 
ment of the 1981 economic plan. The commissioning to full capacity of the 

joint Mongolian-Soviet "Erdenet" Mining and Enriching Combine has resulted in a 
substantial increase in industrial output and an expansion of the export resources 
of the Mongolian People's Republic. Mongolia's foreign trade turnover in 1981 
increased by 21.4 percent. 
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[Materials prepared by V. I. Kartsev, 0. G. Volotov, M. I. Zhernov, and 
N. N. Pusenkov of the All-Union Scientific Research Institute of Market Condi- 


tions of the USSR Ministry of Foreign Trade: "The Economies of the CEMA Member 
Countries in 1981"] 


[Text } Statistical data on the fulfillment of the social and economic 
development plans in 1981 has been published in the countries 
of the socialist commonwealth. The eighth issue of this 
weekly contains materials on the results of constructive 
labor which were achieved last year by the workers of the 
Socialist Republic of Vietnam, the GDR, the Republic of 
Cuba, and the Mongolian Peor!te's Republic. Today we will 
describe the development o/ the economies of the People's 
Republic of Bulgaria, Hungarian People's Republic, Socialist 
Republic of Romania, and the Czechoslovakian Socialist Repub- 
lic in 1981. 


Bulgaria 


As is witnessed by the data on the results of plan fulfillment in 1981, the 
economy of the People’s Republic of Bulgaria is developing at stable rates. Last 
year the country's national income increased and reached almost 22 billion levs 
(in current prices). Compared to 1980, the volume of industrial output increased 
by 5.6 percent. The production of electric and thermal energy increased by 

6.8 percent, ferrous metallurgy--6.4 percent, the machine building and metal 
working industry--6.6 percent, the electrical engineering ard electronics indus- 
try--10.1 percent, the chemical industry--11.1, light industry--5.4, and the 

food industry--by 3.2 percent. 


Compared with 1980, labor productivity in all of the branches of the economy 
increased by an average of 5 percent. 


Last year saw the following production figures: 37 billion kilowatt-hours of 
electric energy (6.1 p®rcent more than in 1980); 3.4 million tons of rolled 
ferrous metals (an increase of 4.3 percent); 752,800 tons of nitrogen fertilizers 
(an increase of 3.1 percent); 101,300 tons of chemical fibers (an increase of 





6.3 percent); 343,900 tons of paper (an increase of 8.8 percent); 352.5 million 
meters of cotton fabrics (an increase of 2.3 percent); and 35.3 million meters 
of silk fabrics (an increase of 5.4 percent). 


For certain types of industrial output the 1980 level was not reached. Thus, 

in 1981 the following were produced to a lesser extent than during the preceding 
year: electric cars--7.2 percent, motor cars--3.2 percent, soda ash--0.7 percent, 
wool fabrics--2.1 percent, butter--3.6 percent, and vegetable oil--8.9 percent. 


Compared to 1980, agricultural output increased on the whole by 4 percent. The 
production of animal husbandry output increased: meat (in slaughtered weight) by 
l percent, and milk by 1.4 percent. 


During the year fixed capital worth 5.9 billion levs was commissioned, which is 
9.8 percent more than in 1980, but less than was provided for by the annual plan. 
The expected decrease in the amount of incompleted construction was not reached. 


Real per capita income increased by more than 3 percent. The average monthly 
wages of workers and employees came to 190 levs. The public consumption funds 
grew by 3 percent. Retail commodity turnover exceeded 12 billion levs, which is 
4.6 percent more than in 1980. The year saw the construction of 70,300 apart- 
ments. 


Serious environmental protection measures are being carried out in Bulgaria. More 
than 314 million levs were expended for these purposes. Operations were begun at 
788 environmental protection facilities. 


In 1981 the foreign trade turnover of the People's Republic of Bulgaria increased 
by 15 percent compared to the 1980 level. 


Hungary 


The development of Hungary's economy in 1981 basically corresponded to the social 
and economic goals mapped out in the plan. The balance of trade was improved, 
and the population's real income and total consumption exceeded the planned 
markers somewhat. According to preliminary data, last year national income ex- 
ceeded 620 billion forints. In comparable prices it increased by 1.8 percent. 


Industrial production increased by 2.3 percent. The production of machine 
building output was increased by 5 percent. The largest increases occurred in 
instrument making, general machine building, and also communications and vacuum 
equipment. Production decreased in ferrous metallurgy, but aluminum smelting 
was increased. 


The chemical industry expanded production by 2 percent, with the largest increase 
occurring in the pharmaceutical industry, the plastics processing industry, and 

in household chemistry and the cosmetic industry. At the same time, the ® was a 
decrease in production in the petrochemical industry which was caused by . 
economy of energy and an improvement of the ctructure of the consumption or: energy 
carriers. 








In light industry production increased by 2.8 percent, and in the food industry 
by 2.4 percent. In the construction materials industry the p::ductioa of output 
remained at the level of the preceding year, while in the mining industry it 
decreased somewhat. 


The number of people employed in the sphere of material production decreased by 
approximately 1 percent, including by 33,200 people, or 2.1 percent, in industry. 
The largest decreases in personnel occurred in metallurgy, machine building, 
light industry, and the construction materials industry. Labor productivity 

in industry increased by 4.5 percent. 


The gross output of agriculture was at the 1980 level. In cropping there was a 
decrease in production of 2.4 percent, which was the result of unfavorable weather 
conditions. In 1981 8.6 percent less grain crops were harvested than during the 
previous year chiefly on account of a decrease of 24 vercent in the wheat harvest. 
The sunflower seed harvest increased by 37 percent, sugar beet--by 19, potatoes-- 
by 14, and rice-—-by 45 percent. The production of animal husbandry output in- 
creased by 2.2 percent. The production of meat (in slaughtered weight) increased 
by 1 percent, milk--by 4 percent, and wool--by 2 percent. 


In 1981 real per capita income increased by 2.2 percent, while the population's 
total consumption increased by 2.4 percent. The year saw the commissioning of 
77,000 apartments. 


In physical volume Hungarian imports hardiy exceeded the 1980 level, while ex- 
ports increased by 3 percent. Around 55 percent of the Hungarian People's 
Republic's foreigi: trade turnover was carried out with the socialist countries. 


Romania 


Last year the economic potential of the Socialist Republic of Romania received 
a further development: the production of the basic types of industrial output 
increased, the structure of industrial production was improved, and a number of 
important national economic objects were commissioned. 


At the same time, as was noted in a speech by the President of the Socialist 
Republic of Romania N. Ceausescu at a joint working conference of the CC RCP and 
the Supreme Council for the Economic and Social Development of the Socialist 
Republic of Romania, the country’s social and economic development was seriously 
influenced by the crisis phenomena of the world capitalist economy and the un- 
favorable weather conditions of last year, which had a negative effect upon the 
fulfillment of the plan. 


Compared to the previous year, national income in 1981 increased by 2.1 percent 
and came to 530.2 billion leus. Compared to 1980, the volume of net industrial 
output increased by 4 percent and reached 304.4 billion leus, while industrial 
commodity output increased by 2.6 percent (909.2 billion leus). Last year the 
growth rate of the fuel and energy industry came to 0.2 percent. Last year 37 
million tons of coal was mined, more than 11.6 million tons of petroleum was 











extracted, and mor: than 70 billion kilowatt-hours of electric energy was produced. 
The output of ferrous metallurgy increased by 4.3 percent. 


Machine building output increased by 2.3 percent. There were increases in the 
production of automation equipment, electronic computers, and the output of 
precision mechanics and optics. The production of chemical output increased by 
4 percent. The country's vetroleum refining plants processed 24.7 million tons 
of petroleum. 


Light industry output increased by 5.8 percent, while the output of the food 
industry .1s 1 percent less than in 1980. 


In republic industry as a whole. labor vroductivity calculated on the basis of 
net in¢uwstrial output increased by 2.4 percent. Seventy percent of the increase 
in net industrial output was achieved on this basis. As a result of measures to 
economize fuel and raw materials and materials and to improve the organization of 
the production process, the amount of expenditures for the production cf 1,000 
leus of industrial oufput was decreased in republic industry by 6.2 leus, which 
provided an economy of 4.3 billion leus. 


Last year gross agricultural output was 0.9 percent lower than in 1980, and net 
output was 2.2 percent lower. 


In 1981 the country's economy utilized 208.5 billion leus of capital investments. 
The most important branches of industry and agriculture saw the commissioning of 
602 objects. 


The population’s monetary income in the socialist sector of the economy increased 
by 6.3 percent, the real wages of workers and employees--by 1 percent, and the 
real income of the total population--by 2.2 percent. There were 164,200 new 
apartments put into operation. The r2tail commodity turnover of the enterprises 
of socialist trade increased by 4.3 percent compared to 1980. 


During the year the country’s foreign trade increased by 1.2 percent and reached 
332.4 billion leus. Exports increased by 11.3 percent (167.7 billion leus), 
while imports decreased by 7.4 percent (164.7 billion leus). 


Czechoslovakia 


A report by the ccuntry‘s statistical administration stetes that in 1981 the 
Czechoslovakian economy maintained its rising development tendency. National in- 
come increased and reached 454 billion korunas. Compared with the preceding year, 
industrial production increased by 2 percent. The branches of the processing in- 
dustry, particularly machine building (an increase of 3.9 percent during the year) 
and light industry (an increase of 2.5 percent) devel~ped at outstripping rates. 


In machine building the largest increase in production occurred in the branches 
which determine technological progress: electronics, electrical engineering, 
and nuclear electric power engineering. The production of equipment for atomic 











electric power stations almost doubled during the year, while the production of 
microelectronic circuits increased by one-third, and that of machinery and equip- 
ment for the chemical industry by one-fifth. Last year steel production reached 
15.3 million tons, and the production of rolled goods 10.8 million tons. The 
mining of brown coal increased somewhat, but at the same time that of hard coal 
decreased. The country's electric power stations produced 73.3 billion kilowatt- 
hours of electric energy, which is 1 percent more than in 1980. Almost 84 percent 
of the increase in the production of electric energy came from the electric power 
station in Yaslovskiye Bogunitsy. 


As a result of the necessity for limiting imports of basic types of raw materials, 
the increase in production in the chemical industry came to 0.1 percent, while 
in the petroleum refining industry production decreased somewhat. 


In light industry the largest increase in production occurred in the textile 
(2.9 percent) and the garment (3.3 percent) branches. Production in the food 
industry increased by 1.5 percent. 


As a result of unfavorable weather conditions, the amount of agricultural output 

decreased by 3.4 percent compared to the preceding year. Moreover, cropping out- 
put was 7.1 percent lower than the 1980 level. Cattle herds increased by 102,000 
head, while swine herds decreased by 591,000 head. 


The population's monetary income increased by 2.8 percent. Average monthly 
wages in the socialist sector of the economy increased by 2.690 korunas, which 
is 1.8 percent more than in 1980. Real wages increased by 1 percent. The 
volume of retail commodity turnover increased by 5.8 billion korunas and reached 
260.9 billion korunas. 


The foreign trade turnover of the CSSR increased by 7.5 percent, including by 
10.2 percent with the CEMA countries, and 16.5 percent with the Soviet Union. 
There was an outstripping expansion of exports compared to imports, which had 
a favorable effect upon the balance of payments. 
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USSR-CEMA TRADE 


FINANCIAL, MONETARY SYSTEM OF CEMA REVIEWED 
Transfer Ruble 


Moscow EKONOMICHESKOYE SOTRUDNICHESTVO STRAN-CHLENOV SEV in Russian No 1, 1982 
pp 58-60 


/Article by Professor Yuriy Konstantinov, chief of a department of the CEMA Secre- 
tariat: "The Transfer Ruble in the System of Economic Cooperation of the CEMA 
Member Countries"/ 


/Text/ If you do not count the nonreturnable aid in material form, which is given 
to some CEMA member countries by other member countries of this organization, all 
the economic relations among them, as arule, are mediated by money. There are no 
such transactions, when one good would be exchanged for another without the media- 
tion of money. The transfer ruble acts as the monetary unit, by means of which the 
CEMA member countries carry out reciprocal clearing and credit transactions. This 
is their currency. 


The Currency of 10 Countries 


The transfer ruble is a currency because it performs its basic functions: a measure 
of value, a means of payment and a means of accumulation. The transfer ruble per- 
forms the function of a measure of value first of all in the establishment of con- 
tract prices in the reciprocal trade of the CEMA member countries. Its rate of ex- 
change in U.S. dollars and other convertible currencies is used for this. The CEMA 
member countries voluntarily came to the agreement to arrange their foreign trade 
(contract) prices on the basis of the prices of the main world markets, freeing them 
without fail of speculative and market influences. Therefore these prices for many 
types of goods, particularly, fuel and raw material items, are lower than the world 
prices. 


Assume that the cleared world price of some good is expressed in the amount of 
$1,000, while $100 is approximately equal to 70 transfer rubles (according to the 
average annual rate of exchange). Then the contract price, at which cr: or another 
CEMA member country sells this good to its CEMA partner, will be 700 transfer ru- 
bles. In contrast to world prices, the contract prices of the CEMA member coun- 
tries do not fluctuate from day to day under the influence of supply and demand. 
They remain stable during the year. In 1980 alone the volume of the mutual ex- 
change of goods in transfer rubles exceeded 120 billion. 
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In the function of a measure of value the transfer ruble is also used for the val- 
uation of projects being jointly built by CEMA member countries and in other 
spheres of their mutual economic, scientific and technical cooperation. The indi- 
cators of the coordinated plans of multilateral integration measures of the CEMA 
member countries are expressed in transfer rubles. 


For handling the reciprocal commodity turnover the CEMA member countries use the 
transfer ruble in the function of a means of payment. It performs this function in 
the payment for goods and services, in the case of payments for the repayment of 
credits and in other cases. The partners deliver to each other for transfer rubles 
the most diverse goods: raw materials and energy carriers, machines and equipment, 
foodstuffs, industrial consumer items and much else. As compared with 1964, when 
the transfer ruble was established, in 1980 the total amount of payments between 
the CEMA member countries in this currency had increased more than fivefold. 


In the process of the functioning of the transfer ruble the countries may accumu- 

late temporarily surplus funds, which at times amount to hundreds of millions. It 
thereby performs the function of a means of accumulation. For some countries the 

accumulated assets are a foreign exchange reserve, which prior to the purchase of 

goods increases due to the addition of interest. For other countries these assets 
serve as a source for obtaining credits, for which they pay interest. 


Using the transfer ruble in the function of a means of accumulation, the CEMA mem- 
ber countries have created a system of international credit, which operates on a 
multilateral basis and makes it possible to spend more economically the currency 
resources which they have. This system is represented by two collective credit in- 
stitutions of the CEMA member countries: the International Bank for Economic Coop- 
eration (IBEC) and the International Investment Bank (IIB). The IBEC is a center 
of international payments and the extension of short-term credit for transactions 
connected with the reciprocal foreign trade of the CEMA member countries. The IIB 
serves the system of their extension of long-term and intermediate-term credit for 
capital investments. At present, for example, the transactions directly in the col- 
lective currency, which are carried out by the IBEC in just 1 day, on the average 
come to an amount which exceeds 500 million transfer rubles. 


The named functions predetermine the sphere of use of the transfer ruble. At pres- 
ent, in essence, there is not one area of the mutual economic, scientific and tech- 
nical cooperation of the CEMA member countries, in which it is not used. The trans- 
fer ruble is used: 


in the foreign trade transactions between the CEMA member countries; 


for the issuing and repayment of short-term, intermediate-term and long-term cred- 
its both through the IBEC and the IIB and directly between countries; 


in the case of payments for joint construction, the maintenance of international 
production, scientific and other enterprises and organizations of the CEMA member 
countries; 


in the payments for operations in the sphere of services, including all types of 
transportation, insurance, tourism; 
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for the accumulation of foreign exchange reserves of the CEMA member countries in 
the form of balances of assets in accounts in the IBEC. 


At the same time some CEMA member countries deliver to each other some goods with 
payment for them in convertible currency. Such deliveries are made in excess of the 
agreed on contingents by means of assets which are intended for realization on the 
capitalist market. These are the goods which the CEMA member countries export and 
import in trade with the capitalist countries. Their proportion in the reciprocal 
commodity turnover, for example, in 1981 came on the average to a little more than 

l percent. The transactions in convertible currency are, as a rule, of a one-time 
or temporary nature. They do not have an influence on the structure of production, 
exports and imports, that is, on the international socialist division of labor. 


The transfer ruble firmly holds the dominant position on the international market 
of the CEMA member countries. The volume of transactions in this currency in all 
the CEMA member countries is growing dynamically, which is evident from the data on 
the amounts of their reciprocal payments through the IBEC (in billions of transfer 
rubles). 


Amount of Reciprocal Payments of CEMA Member Countries, Which Are 
Made Through the IBEC 
(billions of transfer rubles) 





Total for 





1970-1980 1970 1975 1976 1977 1978 1979 1980 
| | a ee a a 67.2 207 5.6 6.7 8.0 8.9 10.0 10.5 
eae ae a ee er 65.1 2.8 5.8 6.5 7.6 8.3 9.0 9.9 
a a a ee oe ee oe ee 124.3 6.2 11.0 12.8 13.9 15.5 16.0 17.4 
Republic of Cuba. ...... 21.9 -- -- 3.1 3.9 4.8 5.0 5.1 
a a a a ee 5.1 0.2 0.4 0.5 0.6 0.6 O.7 0.8 
PUEMs 6 © © 6 6 6 97.6 4.3 8.8 10.2 11.3 12.4 13.3 14.1 
| a a a a a 35.5 1.7 2-9 Ded 8:32 Ged Gel 5.0 
a ee a a ee 293.5 13.0 24.0 29.5 34.4 39.2 42.5 46.5 
a a ee ee ee ee 94.8 4.5 8.4 9.7 10.8 11.8 12.8 13.6 





Total . 2.26 e« eee ee ee eo 805.0 35.4 66.9 82.5 94.7 106.0 114.0 122.9 





Socialist, Collective 


The transfer ruble is not the national currency of any one state. It is an inter- 
national currency. It appeared under the name "ruble" not because the Soviet ru- 
ble, that is, the monetary unit of the Soviet Union, constitutes its basis. Such 

a name is the result of a mutual voluntary agreement of the CEMA member countries. 
At present the transfer ruble is the currency of 10 socialist CEMA member countries 
with a similar political and social system, which have among themselves close eco- 
nomic, political, cultural and other relations. It is based on the combined eco- 
nomic potential of these countries and the stable supply of goods. 


The transfer ruble is not only an international currency. It is a socialist cur- 
rency. Its socialist nature stems from the simiiar economic basis of the CEMA mem- 
ber countries and from the fundamental principles in conformity with which their 
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mutual international cooperation is being developed. These principles are: inter- 
nationalism, the respect of state sovereignty, independence and national interests, 
noninterference in domestic affairs, complete equality, reciprocity and comradely 
mutual assistance. Their observance ensures economic equilibrium and the equiva- 
lence of payments. 


One of the distinctive features of the transfer ruble is its collective nature. 
Probably, by the irony of fate it happened that the IBEC, which emits transfer ru- 
bles, is located in Moscow, in the same old mansion at Kuznetskiy Bridge, where 
another bank operated prior to the revolution. It was also an international bank 
and was officially called the Moscow Trade Bank. The founders of the bank--the 
stockholders-~-made the most important decisions by voting. But the "weight" of 
these votes was different. The more shares, the weightier the vote. For example, 
25 shares is 1 vote, 75--2 votes, 150--3 votes, 250--4 votes, 400--5 votes and so 
on. At the Moscow Trade Bank “the powerful" decided all questions of its activity. 


We see a different picture in the IBEC. Any question concerning the transfer ru- 
ble is decided in the council of the bank on a equal basis by all the member coun- 
tries of the IBEC. Moreover, each countries has one vote regardless of its pro- 
portionate involvement in the capital of the bank. Thus, the contribution of Mon- 
golia to the authorized capital of the IBEC is 3 million transfer rubles, or 1 per- 
cent of its total amount, while that of the Soviet Union is 116 million transfer 
rubles, or 38 percent. But the rights of the USSR and Mongolia in the council of 
the bank are the same. 


In spite of the fact of the contributions to the authorized capital of the IBEC are 
made by the member countries in proportion to the volume of their exports in the 
reciprocal foreign trade, the credits in transfer rubles are granted to them re- 
gardless of the amount of the contribution. No conditions, which may affect the 
independence of the country and its political course, are laid down for the re- 
ceivers of credits. The authorized banks of the socialist states, which solicit 
credit at the IBEC, should not give it any information on its economic and financial 
status, the state of the balance of payments, the gold and foreign exchange re- 
serves and other information which violates the soveriegnty of the countries. 





An Element of the Economic Mechanism of Integration 


With what can we compare the transfer ruble, in order to understand its essence 
even better? With what monetary material can we compare this ruble, in order to 
explain better the mechanism of its functioning? The answers to these questions 
can be only unequivocal: with nothing, with no material. Although it is correctiy 
said that comparison is one of the methods of cognition, it is not always appli- 
cable to some economic categories. It is inapplicable because there is nothing to 
compare this economic phenomenon with, It has no analogues either in the past or 
in the present. The transfer ruble is such a category. 


As a currency the transfer ruble is a reflection of the new laws and regularities, 
which begin to operate for the first time only under socialism. Therefore it would 
be incorrect to mechanically compare it, say, With the classical historical "foreign 
exchange material" (gold)--world money which there is no need to use in the settle- 
menus between the socialist countries owing co the planned organization of their 
economy. 


14 











It would be pointless to "fit" the transfer ruble to the national reserve capital- 
ist currencies. Objectively they cannot be a world money, but, being based on the 
corresponding export potential, the financial might of the states and their politi- 
cal influence, these currencies to a certain extent play the role of such money. 
They are all tools of the market economy, the unplanned economy, which are liable 
to the spontaneous effect of the law of value. That is why the mechanism of their 
functioning is inapplicable to the transfer ruble. It has its own, inherent 
mechanism of effect, which differs fundamentally from the capitalist forms of 
commodity-money relations. 


The objective economic laws of socialism, and first of all the basic law and the 
law of planned, proportionate development, create that economic environment in 
which the transfer ruble actually functions. And whatever the environment is, so 


is the currency. It cannot be another one, which is different from the economic 
environment. 


The transfer ruble as an objective category is the currency of the planned economy; 
as a specific economic tool it is a component, integral part of the economic mecha- 
nism of the management of socialist economic integration. While being a part, the 
transfer ruble does not function independent of the whole, of the other tools of 
the economic mechanism of integration, and first of all its basis--planned methods 
of cooperation. 


Using the named methods, the CEMA member countries at present directly and indi- 
rectly establish the physical and material proportions in mutual exchange. They 
coordinate the amounts of mutually delivered goods with an indication of the deliv- 
ery dates. Here the largest proportion of the commodity turnover is determined by 
those needs which have already been identified and planned beforehand by each coun- 
try, and then are taken into account when coordinating the national economic plans. 
All these are advantages of the planned system of the organization of the economic 
interrelations of the CEMA member countries. The reliable planned relations guar- 
aitee these countries dynamic economic development, make it possible to withstand 
the spontaneity of the capitalist market and to a considerable extent protect them 
from the adverse influence of world economic conditions, when the capitalist econ- 
omy is feverish from a depression. 


Under these conditions one of the most important features of the transfer ruble 
consists in the fact that it is the unity of two interconnected aspects: planned 
material relations, of which it acts as the product, and commodity-mo -y relations, 
to the tools of which it belongs and which in turn are themselves the object of 
planning. But this does not belittle the role of currency on the international mar- 
ket of the CEMA member countries. While commodity-money relations are retained, 

the forms of the manifestation of the economic laws of the cooperation of the so- 
cialist countries are mediated by the money turnover. Therefore, the effectiveness 
of the entire economic mechanism of the management of the integration process to a 
large extent depends on the monetary unit which serves it. 


A Tool of Economic Policy 
The transfer ruble expresses the relecions of not only economics, but also poli- 


tics. It is one of the important tools, by means of which the CEMA member coun- 
tries achieve the goal of their foreign economic policy, which is aimed at the 
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Strengthening of the unity of the socialist community in the direction of economic 
integration. The mechanism of the functioning of the transfer ruble has been tai- 
lored to actively promote the consolidation of the socialist community. This is 
the inflexible will of the Communist and Workers Parties of the CEMA member coun- 
tries. It finds expression in the decisions of the party congresses, the plena of 
the central committees, the politburos and in understandings at the highest level. 
The regular meetings in the Crimea of General Secretary of the CPSU Central Commit- 
tee and Chairman of the Presidium of the USSR Supreme Soviet Comrade L. I. Brezhnev 
with the leaders of the fraternal parties and states of the socialist community are 
of particular importance. 


The Politburo of the CPSU Central Committee, having examined the results of the 
Crimean meetings held in July-August 1981, noted: "Concern not only about their 

own interests, but also about the interests of their friends and allies is charac- 
teristic of the interrelations of the countries of the socialist community. Such 

a truly comradely, fraternal approach, which is alien to national egotism, is help- 
ing the socialist countries to deal confidently with the most difficult problems 

o: an economic or another order." 


One of these difficult problems is the supply of the national economy of the CEMA 
member countries with fuel and raw material items: petroleum and petroleum prod- 
cuts, natural gas, iron ore, nonferrous metals, lumber. Their main supplier is the 
Soviet Union. In spite of the difficulties connected with the worsening of the con- 
diticns of production, the exports to the CEMA member countries, for example, of 
Soviet energy resources in terms of conventional fuel will increase during the cur- 
rent five-year plan as against the past five-year plan by 20 percent. Here the 
USSR is delivering fuel and raw materials to the fraternal countries at prices set 
in transfer rubles, which are significantly lower than the prices of the world 
market. 


Thereby the collective currency of the CEMA member countries is used for moderating 
the adverse effects on their economy of the trends of the world market, which re- 
sult from the aggrevation in the capitalist world of the energy crisis, which pro- 
moted the rapid increase of the prices for fuel and raw material items, particular- 
ly petroleum and petroleum products. To one extent or another this has affected 
all the CEMA member countries. In this situation the deliveries by the Soviet 
Union to its CEMA partners of the named items at prices considerably lower than 
world prices mean for them the obtaining of an outright gain in a large amount. 

For example, in 1981 the price for petroleum exported by the Soviet Union to the 
fraternal countries was about half of the world level. Owing to the difference be- 
tween world and contract prices the total gross saving of the CEMA member coun- 
tries, which import Soviet petroleum, was, according to a rough estimate, during 
1974-1979 no less than $3 billion a year. 


While striving to the utmost to assist the CEMA member countries to balance better 
their balances of payments under the conditions of the change of foreign trade 
prices, the USSR during the past five-year plan granted them preferential credits 
in transfer rubles at a rate of 2 percent per annum for a period of 10 years for 
the balancing of settlements on the commodity turnover in connec*ion with the ad- 
justment of contract prices, which also functions as additional financial assist- 
ance. 
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The guaranteed deliveries by the Soviet Union of the most important export items 

in the agreed on amounts at lower prices than world prices and the granting to them 
of large preferential credits for the balancing of the commodity turnover are an 
active stabilizing factor of the economic development of the CEMA member countries 
under the conditions of a greatly complicated situation on the world markets. It 
is possible to judge the significance of this factor from the assistance which the 
Soviet Union is giving, for example, to Poland. As was noted in the letter of the 
CPSU Central Committee to the PZPR Central Committee, with its deliveries of petro- 
leum, gas, ore and cotton at prices which are one-half to two-thirds as great as 
world prices the USSR is in fact keeping the basic sectors of Polish industry 
supplied. 


The mechanism of the functioning of the transfer ruble is being actively used for 
promoting the accomplishment of such an important political task as the gradual 
equalization of the levels of economic development of the socialist countries, par- 
ticularly by granting to Mongolia, Cuba and Vietnam credits in transfer rubles on 
preferential terms and with preferential repayment periods. Mongolia, for example, 
received from the IBEC in 1971-1980 on preferential terms credit in the amount of 
1.7 billion transfer rubles. As a result of the payment of low interest it saved 
15 million transfer rubles. 


The fraternal nature of the currency relations between the countries of the social- 
ist community, which are based on the use of their collective cur-ency, relations 
of a new type: truly just, equal and fraternal, finds expression in the cited ex- 
amples. They are not narrowly commercial. Their most important components are 
viewed from the broad platform of the common policy of the socialist states. 


Being equal, thege relations are used in the economic interests of each CEMA part- 
ner. Therefore, they are mutually advantageous. In particular, cooperation within 
CEMA is giving the Soviet Union many advantages. For example, during the past five- 
year plan the CEMA member covntries provided up to 40 percent of the reinforcement 
of the Soviet fleet, 35 percent of the new railroad passenger cars, 12 percent of 
the buses, up to 15 percent of the assets of retail trade in ready-made clothing, 
footwear, furniture and canned goods. The Soviet Union also pays for these deliv- 
eries with transfer rubles. During the new five-year plan, in exchange for its 
goods the USSR will import modern mechanical equipment worth more than 60 billion 
rubles and consumer goods worth more than 40 billion rubles. 


The Advantages of the Currency of the Planned Economy 


As a currency which helps the CEMA member countries to solve economic and political 
problems, the transfer ruble has a nuzber of advantages. 


First, in the case of the functioning of the transfer ruble the marketing costs de- 
crease sharply, for all the transactions are carried out exclusively in noncash form. 
This has enabled the CEMA member countries to create an economical currency system. 


Second, by functioning in close connection with the masses of commodities, the 
transfer ruble is not subject to inflation. The mechanism of the planned manage- 
ment of flows of goods, being extended to the preponderant portion of reciprocal 
trade, ensures the conformity of the currency turnover to the real movement of com- 
modity stocks between the CEMA member countries, which rules out the possibility of 
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the uncontrollable emission of transfer rubles and of spontaneous and unregulated 
flows of goods and money. 


Third, the use of the collective currency in the reciprocal commodity turnover en- 
Sures the equality of the trade partners, creating a measure of equivalence, which 
is uniform for all. The transfer ruble expresses the common economic interests 

of the states which created it. With respect to it they all have equal rights and 
identical opportunities to use it. All the countries bear responsibility for the 
functioning of the collective currency. On the contrary, the use in internation- 
al settlements of the national currency of some one state would impose upon it uni- 
lateral respcasibility for the state of the international currency system as a 
whole, which would burden its economy. On the other hand, as world practice shows, 
the use in international economic relations of national currencies leads to the 
preferential use of one of them, which enables the corresponding country to derive 
unilateral advantages, forcing the others to accomodate themselves to the state of 
its economy, balance of payments and domestic ‘oney circulation. 


Fourth, the functioning of the transfer ruble does not require the creation of spe- 
cial monetary reserves in convertible capitalist currencies and in gold. This en- 
ables the countries not to make additional exports of goods to the capitalist rar- 
ket and thereby not to withdraw from the national economy important material re- 
sources, using them for the development of the national economy and the increase of 
the standard of living of the population. The independence of the transfer ruble 
from the dollar and other capitalist currencies protects the economy of the CEMA 
member countries from the recessionary upheavals of the capitalist currency system. 


COPYRIGHT: Sovet Ekonomicheskoy Vzaimopomoshchi Sekretariat Moskva, 1982 


Currency System 


Moscow DEN'GI I KREDIT in Russian No 1, Jan 82 pp 17-24 
/Article by Professor Yu. A. Konstantinov: "The Socialist Currency System"/ 


/Text/ At the November (1981) CPSU Central Committee Plenum General Secretary of 
the CPSU Central Committee and Chairman of the Presidium of the USSR Supreme Soviet 
Comrade L. I. Brezhnev said: "The duly considered, well-thought out develonment 

of foreign economic relations, first of all the extension of cooperation with the 
socialist countries, is a considerable reserve of the increase of the efficiency of 
our economy. Such cooperation is an area of paramount both economic and political 
importance."! One of the units of this area is cooperation of the CEMA member 
countries in the area of currency, financial and credit relations. It is based, 

in particular, on the practical use of the diverse economic tools which are con- 
nected with the functioning of the socialist currency system. This concept con- 
sists in the following components: the national currency system of the socialist 
state; the world socialist currency system; the international (regional) currency 
system of the CEMA member countries. 





1. PRAVDA, 17 November 1981. 
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The Essence of the Socialist Currency System 


The national system acts as an aggregate, first, of specific economic relations and, 
second, of the institutions which were created for the regulation of these relations 
on the intrastate level. Being a system of economic relations, it expresses those 
of them, which form among the various economic institutions (legal persons) wathin 
the state and beyond its borders, as well as among legal and physical persons with 
reference to the movement of currency and international credit. By means of these 
relations international settlements are organized and the physical and monetary 
assets, which are necessary for the socioecoromic development of the countries and 
the meeting of the personal needs of citizens for currency assets, are formed ac- 
cording to plan and used. 


Legally the national currency system of the socialist state acts as a legislatively 
established form of the organization of currency relations with allowance made for 
its economic needs and international law. Economically it consists of a number of 
components. They are: the name of the currency; its par of exchange; the procedure 
of setting the rate of exchange; the specification of the types of international 
credit tools of circulation and the procedure of their use; the regulation of cash 
and noncash international payments; the national institutions which handle interna- 
tional currency relations. 


Organizationally the national system is represented by the corresponding organs of 
economic management, the activity of which is based on a currency monopoly. At the 
same time in the CEMA member countries the management of the currency system is 
organized on a strictly centralized basis. It has no units of dual subordination. 
Thus, in the USSR special currency subdivisions are absent in the system of repub- 
lic and local financial organs. Such subdivisions have been set up and operate 
only in the central--statewide--units of the management of the currency system. 
This stems from the USSR Constitution, in accordance with which all types of for- 
eign economic activity are carried out on the basis of a state monopoly. 


On this basis in the Soviet Union the USSR Council of Ministers as the supreme 
executive and administrative organ of state power, which is responsible to the 
USSR Supreme Soviet and is accountable to it, carries out the general supervision 
of the management of the currency system. USSR Gosplan, which drafts the currency 
plans in coordination with the general indicators of the natfonal economic plan, 
including the export-import plan, performs within its competence the functions of 
the state management of the currency system. The USSR Ministry of Finance, the 
USSR State Bank and the USSR Foreign Trade Bank are the state organs of the direct 
management of the currency system in the Soviet Union. 


Some sectorial ministries and economic departments, which carry out currency trans- 
actions, also participate in the management of the USSR currency system. These are 
first of all the direct holders of the foreign trade monopoly: the USSR Ministry of 
Foreign Trade and the USSR State Committee for Foreign Economic Relations. 


The essence of the regulation of currency relations at the national level in the 
CEMA member countries is mainly and fundamentally the same. This is manifested in 
the fact that in all the countries a centralized currency system with a stable cur- 
rency has been set up, the conditions of the state currency monopoly have been 
established, the planning of the currency turnover is carried out, which follows 
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from an identical economic basis: public ownership of the means of production. In 
all the CEMA member countries internaticnal settlements and the excension of credit 
for foreign trade are carried out through their national and foreign trade banks, 
which act, in essence, as a banking complex with clearly delimited duties. They 
are centers of international payments and currency transactions, organs which exer- 
cise the state currency monopoly. 


At the same time some differences in the organization of the regulation of currency 
relations exist in the individual socialist countries. They stem primarily from a 
certain uniqueness of the management of the national economy. which manifests it- 
self, in particular, in the degree of the utilization of commodity-money relations 
and in the combination of domestic and foreign factors in the process of management. 
In the case of the unity of the centralized management of the currency system of 
the CEMA member countries these differences predetermine some features of the spe- 
cific methods of its regulation in conformity with the particular goals of the eco- 
novic, including the currency, policy of the given country, as well as with its 
national and historical traditions. For example, there are differences in the dis- 
tribution of operations in the area of the handling of the international payment 
transactions between the central banks and the foreign trade banks which operate 
under its direction and supervision. There are certain differences in the composi- 
tions of the participants in currency planning, in the method of drawing up cur- 
rency plans and in the practice of using domestic rates of exchange and coeffi- 
cienis. In the future the individual components of the currency and financial 
mechanisms of the CEMA member countries have to be brought closer as far as pos- 
sible. This isa partof the overall task of the convergence of the structures of the 
economic mechanisms, the urgency of which was indicated at the 26th CPSU Congress 
and the 35th meeting of the CEMA Session in 1981. 


The currency systems did not develop immediately in the form in which they now 
function in the socialist countries, but traversed a difficult path of development. 
Vast experience in the formation and development of the currency system of the so- 
cialist type has been gained in the Soviet Union--the country in which a socialist 
state was created for the first time in history. The USSR has introduced much that 
is new in the system of the organization and management of currency relations, in 
the forms of relations with foreign vanks and firms. It was the first to establish 
a foreign trade and currency monopoly, the principle of the unity of the foreign 
exchange fund and currency planning. 


This experience is of permanent international importance. Being an important con- 
tribution to the history, theory and practice of international currency relations, 
the experience of the USSR shows how these relations can be organized in the so- 
cialist state on a planned basis. It was accessible to the other socialist coun- 
tries, which used it creatively as applied to their own historical and national 
peculiarities. Now the collective experience of all the socialist countries is 
being used by states which have set out on the path of independent development and 
socialist transformations. 


The formation after World War II of the group of socialist states in Europe and 
Asia and the development among them of foreign economic relations marked the egress 
of the socialist currency system beyond a single country and the formation of a 
world socialist currency system. Its parties are all the socialist states, which 
are now located not only in Europe and Asia, but also in America, where the Re- 
public of Cuba was founded. 








The creation of the world socialist currency system is a natural phenomenon. It 
arose at the same time as the formation of the world socialist market as a practi- 
cal realization of the objective need to protect it against the chaos of the capi- 
talist market, to create the conditions for the comprehensive utilization of the 
advantages of the international socialist division of labor and to bring the cur- 
rency system in line with the qualitative new type of interstate economic rela- 
tions. 


Having arisen as a ccmponent of the world socialist market, this system, having 
socioeconomic attribvtes in common with it. acts as an aggregate of the .onetary 
relations which are forming within the socialist states and among them. It re- 
flects the new, progressive type of international economic relations which are 
inherent in socialism: equal, just, mitually advantageous, comradely relations. 
Owing to them-the strict observance of the principle of ecuivalence in contra ac- 
counts is ensured, crises of confidence and currency risks are eliminated. Within 
the world socialist currency system there are no such socioeconomic and political 
phenonema, which are characteristic of capitalism, as currency zones, currency 
dumpings and currency wars. 


The specific nature of the worid socialist currency system consists in the fact 

that at present it is not represented by international organs of the regulation of 
monetary relations, which have been specially created according to the mutual under- 
Standing. It has no common currency, which could be called a world socialist cur- 
rency, and other elements characteristic of the system. The currency relations 
within the system are served by different currencies: respective)y the collective 
currency of the CEMA member countries (the transfer ruble), the clearing and the 
freely convertible currency (subject to the spatial and geographic aspect of the 
cooperation between countries). 


The socialist states manage the set of monetary relations, which are connected with 
the functioning of the world socialist currency system, directly through their own 
national economic organs and banks. 


The international (regional) socialist currency system of the CEMA member countries 
is a component and special part of the world socialist currency system. Its pecul- 
iarity consists in the fact that it is a component of the internatioual (regional) 
market of the CEMA member countries, which is a sphere of commodity-money relations, 
which is relatively separate both from the domestic national markets and from the 
world market. The international market of the CEMA member countries has its own 
inherent system of foreign trade (contract) prices and payments, which differs from 
the national systems and prices, which are used within the national boundaries of 
the socialist states. The members of the market are states, which are similar with 
respect to the economic and political structure, are interconnected by special 
forms and conditions of economic exchange and coordinate their foreign economic 
activity by means of a specially created international economic organization--the 
Council for Mutual Economic Assistance. 


The international currency system of the CEMA member countries did not arise simul- 
taneously with the formation of the world socialist system and the world socialist 
market. It also did not appear at the same time as the creation in 1949 of the 
Council for Mututal Economic Assistance--an international organization of the multi- 
lateral economic cooperation of the socialist states. The components of the system 
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matured gradually with the development of the world socialist economy and the con- 
ception of new forrs of cooperation. 


At first the economic cooperation between the socialist countries was mainly of a 
bilateral nature and applied primarily to the sphere of circulation. Under these 
conditions the currency relations between the socialist countries were also regu- 
lated on a bilateral basis. They did not require the creation of an international 
currency system: cooperation within the separate, relatively isolated national cur- 
rency systems of the socialist countries was sufficient. 


However, as the national economies of the socialist countries grew stronger, the 
international socialist division of labor intensified and the interstate specializa- 
tion and cooperation of production and the coordination of national economic plans 
were developed, bilateral currency relations alone were not able to promote the ex- 
pansion of economic cooperation. During the first half of the 1960's it was neces- 
Sary to set up an international currency system. Owing to the fact that not all 
socialist ccuntries, but only the members of the Council for Mutual Economic As- 
sistances are presently participants in it, at this stage of historical develop~- 
ment it is a regional system. It is the international socialist currency system of 
the CEMA member count cies. 


Organizationally tae system consists of three interconnected units. Among them are: 
the international socialist collective currency (the transfer ruble); the mechanism 
of multilateral settlements in this currency with respect to all types of trade and 
nontrade payments; the mechanism of international bank lending. 


Like the national currency systems of the socialist states, their international cur- 
rency system acts as an aggregate, first, of specific economic relations and, sec- 
ond, of the institutions which were created for the regulation of these relations 

on the interstate level, which have been legally ratified by international agree- 
ments. It expresses the currency and credit relations between the CEMA member coun- 
tries, which arise as a result of their mutual economic, scientific, technical, 
cultural and other ties. 


Like the national currency systems of the CEMA member countries, their international 
currency system consists of a number of components. Whereas each sovereign social- 
ist state determines independently the components of the national currency system, 
all the socialist states--its founders--determine the components of the interna- 
tional currency system. Legally this is registered by the signing of the appropri- 
ate interstate acts. 


In these acts the socialist CEMA member states specified the basic components of 
their international currency system, namely: 


they established an international means of payment in reciprocal trade, economic 
and credit relations--a collective monetary unit; 


they gave it a name and fixed the gold content; 
they specified the official exchange ratio and the method of its establishment with 


respect to the national currencies of the CEMA member countries and the currencies 
of the capitalist states; 
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they stipulated the procedure and the conditions of the making of multilatera! 
transactions on reciprocal trade and nontrade payments; 


they stipulated the types and conditions of international credits, which are 
granted on a multilateral basis; 


they established the status of the interstate institutions, which take care of and 
regulate according to plan the mutual international currency relations and assist 
the coordination of the currency policy of the member countries. 


The International Organs and Institutions of the Management of the Currency System 
of the CEMA Member Countries 


The most important feature of the international currency system of the CEMA member 

countries is the fact t!_t it operates deliberately on the basis of the use of the 

objective laws of the development of socialism. The Communist and Workers Parties 

and the governments of the CEMA member countries are attaching particular awareness 
to the operation of this system. 


The international currency system of the CEMA member countries was created under 
their immediate direction. The basic aspects of its formation were examined at 
conferences of the representatives of the Communist and Workers Parties of the CEMA 
member countries. The parties determine the strategy of the long-term development 
of the system, its basic principles and goals. The main ways and means of their 
practical achievement are examined at the meetings of the Session of the Council 
for Mutual Economic Assistance, which are held at the level of the heads of the 
governments, and at the meetings of the Executive Committee of the council at the 
level of their deputies. 


The CEMA Permanerit Commission for Currency and Yinence is a regularly active joint 
organ of the CEM: member countries, which specifies the approved directivns of the 
functioning and development of their international currency system. This ise one 
of the organs of CEMA. The heads of the delegatiors of the CEMA member couatries 
on the comission are the ministers of finance, the commission chairman is USSR 
Minister of Finance V. F. Garbuzov. 


The goal of the commission is to promote the further development and the organiza- 
tion of the multilateral economic, scientific and technical cooperation of the CEMA 
membcr countries by the improvement of currency, financial and credit relations, 
The functions and powers of the commission have been specified for the achievement 
of this goal. It carries cut the comprehensive examination and solution of the 
most important problems of multilateral cooperation in the area of currency, finan- 
cial and credit relations, and first of all those stipulated by the Comprehensive 
Program and the long-range goal programs of cooperation, 


The direct functioning of the system is accomplished thrcugh the two collective 
banks of the CEMA member countries: the International Bank for Economic Coopera- 
tion (IBEC) and the International Investment Bank (IIB). 


The IBEC was set up for making multilateral settlements in transfer rubles; for 
the extension of credit for the foreign trade and other transactions of the member 
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countries; for the attraction and holding of surplus assets in transfer rubles, 
gold, freely convertible and other currency from the member countries of the bank 
and from other countries. 


The IBEC has the appropriate resources for carrying out transactions in transfer 
rubles and convertible currencies. First of all this is its authorized capital. 
It is specified by the Agreement on Multilateral Settlements in Transfer Rubies 
and the Organization of the IBEC in the amount of 300 million transfer rubles. 

In connection with the admission of the Republic of Cuba and the SRV as members 
of the bank, its authorized capital was increased by 5.3 million transfer rubles. 
At present it comes to 305.3 million transfer rubles. Its paid-up part is equal 
to 121.6 million transfer rubles, including more than 60 million directly in the 
collective currency. 


The IIB was founded for the purposes of the concentration and more effective use 
of the material and monetary resources for capital construction in the common in- 
terests of the CEMA member countries. In conformity with the agreement on the 
formation of the bank its main task is the granting of long-term and intermediate- 
term credits first of all for the implementation of measures, which are connected 
with the international socialist division of labor, the specialization and coopera- 
tion of production, the expenditures on the expansion of the raw material and fuel 
base in the joint interests, the construction of projects in other sectors of the 
economy, which are of mutual interest for the development of the economy of the 
member countries. 


The amount of the authorized capital of the IIB is specified by the agreement on 
formation of the bank and its charter in the amount of 1 billion transfer rubles. 
In connection with the admission of Romania, the Republic of Cuba and the SRV as 
members of the bank, its authorized capital was increased by 71.3 million transfer 
rubles. At present it comes to 1,071,300,000 transfer rubles, including the paid- 
up portion of 374 million transfer rubles. 


When setting up the bank its founding countries proceeded from the fact that the 
bulk of the equipment and materials, which are necessary for the construction of 
projects for which credit is being extended, will come from CEMA member countries. 
In this connection 70 percent of the authorized capital of the IIB has been formed 
in transfer rubles. At the same time, to provide the opportunity to purchase on 
the capitalist market individual types of equipment and licenses 30 percent of the 
authorized capital is formed from convertible currencies. 


The Basis of the International Currency System of the CEMA Member Countries 


The international socialist currency system of the CEMA member countries is a one- 
currency system. It is based on the functioning of one currency--a collective cur- 
rency. It is called the transfer ruble. It constitutes the basis of this system. 
In the Comprehensive Program of Socialist Economic Integration the transfer ruble 
is officially called the international socialist, collective currency of the CEMA 
member countries. 


The transfer ruble is a currency because it performs its basis functions: a meas- 
ure of value, a means of payment and a means of accumulation. The partners 
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deliver to each other for transfer rubles the most diverse goods: raw materials and 
energy carriers, machines and equipment, foodstuffs, industrial consumer items and 
much more. As compared with 1964, when the transfer ruble was created, in 1980 the 
total amount of seitlements between the CEMA member countries in this currency in- 
creased by more than fivefold. The volume of the mutual exchange of goods with 
payment in transfer rubles exceeded 120 billion. 


Now, in essence, there is not one area of the mutual economic, scientific and tech- 
nical cooperation of the CEMA member countries, in which it is not used. The 
transfer ruble is used in the foreign trade operations of the CEMA member coun- 
tries: for the granting and repayment of short-term, intermediate-term and long- 
term credits both through the IBEC and IIB and directly between countries; in the 
case of settlements on joint construction, the maintenance of international pro- 
duction, scientific and other enterprises and organizations of the CEMA member 
countries; in settlements on operations in the sphere of services, including all 
types of transportation, insurance and tourism. 


At present the transfer ruble is the currency of the 10 socialist CEMA member coun- 
tries with a similar political and social system, which have with each other close 
economic, political, cultural and other relations. It is based on the combined 
economic potential of these countries and on the economic mechanism of the regula- 
tion of foreign economic ties, which has been coordinated among them. 


The CEMA member countries are the most dynamic economic force in the world. They 
provide approximately one-third of the world industrial production, about 21 per- 
cent of the generation of all electric power in the world, 26 percent of the pro- 
duction of hard coal and anthracite, more than 19 percent of the production of 
petroleum, over 29 percent of the smelting of steel. In the CEMA member countries 
more is produced than in the states of the European Economic Community: 1.3-fold 
more electric power, 3-fold more coal, 1.5-fold more steel, 1.4-fold more cement, 
1.3 fold more wool fabrics. This means that the international currency of 
the CEMA member countries, by reflecting their common economic potential, has 

firm backing with goods. 


The transfer ruble is an objective economic category of socialism. As a category 
the transfer ruble is the currency of the planned economy, as a specific economic 
tool it is a component of the economic mechanism of the management of socialist 
economic integration. The transfer ruble does not function independent of the 
other tools of the economic mechanism of integration and first of all of its 
basis--planned methods of cooperation. 


Therefore, one of the most important features of the transfer ruble consists in 
the fact that it is the unity of two interconnected aspects: planned material re- 
lations, of which it acts as the product, and commodity-money relations, to the 
tools of which it belongs and which in turn are an object of planning. 


The transfer ruble expresses the relations not only of economics, but also of 
politics. It is one of the important tools, by means of which the CEMA member 
countries achieve the goal of their foreign economic policy, which is aimed at 

the strengthening of the unity of the socialist community in the direction of eco- 
nomic integration. The mechanism of the functioning of the transfer rubles has 
been tailored to actively promote the consolidation of the socialist community. 
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The Politburo of the CPSU Central Committee, having examined the results of the 
meetings of General Secretary of the CPSU Central Committee and Chairman of the 
Presidium of the USSR Supreme Soviet Comrade L. I. Brezhnev with the leaders of the 
other fraternal parties, which were held in the Crimea in July-August 1981, noted: 
“Concern not only about their own interests, but also about the interests of their 
friends and allies is characteristic of the interrelations of the countries of the 
socialist community. Such a truly comradely, fraternal approach, which is alien 

to national egotism, is helping the socialist countries to deal confidently with 
the most difficult problems of an economic or another order."2 


One of these difficult problems is the supply of the national economy of the CEMA 
member countries with fuel and raw material items: petroleum and petroleum prod- 
ucts, natural gas, iron ore, nonferrous metals, lumber, wood pulp, asbestos. Their 
main supplier is the Soviet Union. In 1981-1985 it will increase by more than one- 
third the deliveries to the CEMA member countries of electric power, fuel and raw 
materials. The deliveries of petroleum from the USSR will be maintained at the 
high level achieved in 1980. As a whole for the 5-year period they will come to 
400 million tons. The USSR will meet nearly 90 percent of the import needs of the 
CEMA member countries for petroleum products and 99 percent of the needs for natur- 
al gas. The export from the Soviet Union to the fraternal countries of machines 
and equipment will increase by 40 percent. 3 


Here the USSR is delivering fuel and raw materials to the fraternal countries at 

prices, which have been established in transfer rubles and which are considerably 

lower than the prices of the world market, which means for them the obtaining of 

an outright gain in a large amount. For example, in 1981 the price for petroleum 

exported by the Soviet Union to the fraternal countries was considerably less than 

the world price. Owing to the difference between world and contract prices the 

total gross saving of the CEMA member countries, which import Soviet petroleum, 

was, according to a rough estimate, during the period of 1974-1979 no less than 

$3 billion a year. % 


While striving to the utmost to assist the CEMA member countries to balance better 
their balances of payments under the conditions of the change of foreign trade 
prices, the USSR during the past five-year plan granted them preferential credits 
in transfer rubles at a rate of 2 percent per annum for a period of 10 years for 
the balancing of settlements on the commodity turnover in connection with the ad- 
justment of contract prices, which also functions as additional financial assist- 
ance. 


The guaranteed deliveries by the Soviet Union of the most important export items 
in the agreed on amounts at lower prices than world prices and the granting to 
them of large preferential credits for the balancing of the commodity turnover 
are an active stabilizing factor of the economic development of the CEMA member 
countries under the conditions of a greatly complicated situation on the world 
markets. 





2. PRAVDA, 23 August 1981. 


3. EKONOMICHESKAYA GAZETA, No 45, 1981, p 20. 











The mechanism of the functioning of the transfer ruble is being actively used for 
promoting the accomplishment of such an important political task as the gradual 
equalization of the levels of economic development of the socialist countries, 


particularly by granting financial assistance to the states which were economical- 
ly backward in the past. 


Being equal, the currency relations, which are based on the use of the collective 
currency of the CEMA member countries, in the end ensure the equivalence of the 
monetary transactions and are used in the economic interests of each CEMA partner. 
Therefore, they are mutually advantageous. In particular, cooperation within CEMA 
is giving the Soviet Union many advantages. For example, in 1976-1980 the CEMA 
member countries provided up to 40 percent of the reinforcement of the Soviet fleet, 
35 percent of the new railroad passenger cars, 12 percent of the buses, up to 

15 percent of the assets of USSR retail trade in ready-made clothing, footwear, 
furniture and canned goods. In 1981-1985 the Soviet Union will receive in increas- 
ing amounts from the CEMA member countries chemical and metallurgical equipment, 
ships, railroad cars, buses, equipment for light, the ood and the printing indus- 
tries. As a whole in 1981-1985 the USSR will import from the CEMA member countries 
modern mechanical equipment worth more than 60 billion rubles and consumer goods 
worth 40 million rubles.4 


The Transfer Ruble in the System of Settlements and Lending 


The multilateral system of settlements in the transfer ruble is based on the use 
of the monetary functions of this currency. 


The multilateral system of settlements is such a system, of which many parties 

are participants, and not two or three parties, as was the case before with bi- 
lateral and trilateral clearings. Within the prevailing system all settlements 
are multilateral and cannot be any other kind. At present 10 CEMA member coun- 
tries, or 10 parties, are participating in the system. Therefore, wher they speak 
about the expansion of the multilateral system of settlements, the increase of 

the number of participants and nothing else is undevstood by this. 


Another thing: the balancing of settlements, should be distinguished from this con- 
cept. In the case of the multilateral system of settlements their balancing is 
possible on both a miltilateral and a bilateral basis. The degree of the multi- 
lateral balancing of settlements can be high and low. But this depends not on 

the system, but on the specific prerequisites of the cooperation of the CEMA mem- 
ber countries, first of all in the area of physical production and foreign trade. 


The bilateral barlancing of settlements in a number of cases is an objective eco- 
nomic necessity and is evidence of the fact that che economies of the two part- 
ners complement each other well. One country, for example, delivers raw materials. 
The other receives in exchange machines and equipment. Thereby the economies of 
the two countries are adapted to each other. Therefore, it is possible to con- 
sider normal such a situation, when the bulk of their commodity turnover and, con- 
sequently, of their settlements are balanced on a bilateral basis. 





4, EKONOMICHESKAYA GAZETA, No 45, 1981, p 20. 
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In this connection the task is not set to eliminate such bilateralness. It may 
play a negative role, for example, when the balancing of the commodity turnover 

is achieved by the decrease of the exports of the goods necessary for the other 
country in order to equalize trade relations. Although the goods are necessary to 
the national economy of the partner, if the other country cannot obtain from it 
the appropriate amount of goods, it decreases its exports. This is an artificial 
method of balancing, which is considered economically unjustified from the point 
of view of the development of the integration process. Hence the task to seek 
opportunities for the expansion of the multilateral balancing of the commodity 
turnover and payments, using for this the multilateral system of settlements. 


As a whole the multilateral system of settlements in transfer rubles makes it pos- 
sible to effect regularly and in good time all payments with respect to the com- 
modity turnover, services, short-term and long-term credits and other transactions. 
It can also ensure the making of settlements in the case of the expansion of the 
multilateral balancing of their reciprocal commodity turnover. 


The multilateral system of settlements in transfer rubles is closely connected 
with the system of lending in this currency. This stems from the fact that in 
the case of the lack of surplus assets in the current accounts of importers the 
IBEC issues credit in transfer rubles. It is of two types: time credit and set- 
tlement credit. 


Time credit is the basic and planned form of credit. It is called time credit 
because it is granted for fixed periods of up to 1 year, and in some cases (by 
decision of the council of the bank) for up to 2-3 years. This credit is con- 
sidered basic because it is directly connected with the mechanism of the regula- 
tion of the reciprocal economic relations of the CEMA member countries. Time 
credit is called planned due to the fact that the needs for it are planned. 


The amount of time credit is a direct result of the degree of the planned balance 
of the economic relations of the countries, which ensues from the results of the 
coordination of their national economic plans. Planned measures, which require 
relatively lengthy periods, for example, on the specialization and cooperation of 
production, the expansion of the commodity turnover, giving the country an oppor- 
tunity to import goods from other countries in an amount exceeding its own ex- 
ports, are carried out by means of this credit. 


Settlement credit acts as an additional component which lends the system of lending 
a certain elasticity. It is granted for covering the short-term needs for assets, 
which results from the temporary noncoincidence of the receipts and payments in 

the process of settlements. Hence its name: settlement credit. It is repaic by 
the assets which form in the current account of the authorized lending bank, when 
its receipts exceed the payments. Therefore, a date of the repayment of such 
credit is not established. The indebtedness on it can be carried over to the next 
year. Usually it is repaid on the average in 25-30 days. In 1978 the time of its 
repayment was 22 days, in 1979--23 days, in 1980--21 days. 


The IBEC differentiates the interest rates on all types of credits in transfer 
rubles subject to the types and terms of the credits on the average within the 
range of 2 to 5 percent per annum, These rates are considerably lower than the 
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prevailing rates on international money markets for credits for similar periods in 
currencies of the capitalist countries. In conformity with the Comprehensive Pro- 
gram of Socialist Economic Integration and the decisions of the CEMA Session pre- 
ferential interest rates are used for Mongolia, Cuba and Vietnam, which have a 
Seasonal nature of exports: respectively 0.5-l percent per annum for Mongolia and 
Vietnam and 0.5-2 percent per annum for the Republic of Cuba. 


In the total amount of payments of authorized banks in the collective currency, 
which received credit at the IBEC in 1980, the proportion of credits on the aver- 
age was 13.8 percent. For some countries with a high level in their exports of 
goods of seasonal production and sale the proportion of credits of the IBEC ex- 
ceeded 40 percent. The amount of credits issued by the bank has increased from 


1.5 billion transfer rubles in 1964 to 9.7 billion transfer rubles in 1980, or 
6. 5-fold. 


Since the beginning of the !970's the transfer ruble has “crossed" the boundaries 
of foreign trade relations and now applies to the sphere of capital investments. 
On its credits in transfer rubles the IIB levies interest within the range of 

3-5 percent per annum. During 1971-1980 the bank accepted 73 projects for the ex- 
tension of credit. Their estimated cost exceeded 8 billion transfer rubles. Of 
them, 47 projects have already been put into operation. During 1972-1980 various 
products worth more than 8 billion transfer rubles were exported to the CEMA mem- 
ber countries from the projects to which credit was extended. More than half of 
the products produced by the enterprises, to which credit was extended by the bank, 
are exported to CEMA countries. Among the exported goods are raw materials, fuel, 
trucks, buses, machines and equipment, products of the chemical industry, fabrics 
and many other goods. 


For the purpose of promoting the equalization of the levels of economic develop- 
ment of the countries, which were backward in the past, the IIB, as well as the 
IBEC, is granting them credits in transfer rubles on easy terms. Thus, the rate 
of the payment for credit has been established for Mongolia at the level of 

1.5 percent, for the Republic of Cuba--2 percent. 


The Interaction Between the National and International Currency Systems of the 
CEMA Member Countries 


Although the international currency system has its own tasks and its inherent 
mechanism of functioning and planned regulation, it is closely connected with the 
national currency systems of the participating countries. This connection is 
dual: organizational and economic. Organizationally it is manifested in the fact 
that along with the collective banks (the IBEC and the IIB) the national or spe- 

izlized (foreign trade) banks of the CEMA member countries, which are authorized 
to carry out these operations--the representatives of their national currency 
systems--are a direct participant in the multilateral system of settlements and 
lending in transfer rubles. The authorized banks are: from Bulgaria the Bulgarian 
Foreign Trade Bank, Hungary--the Hungarian National Bank, Vietnam--the SRV Foreign 
Trade Bank, the GDR--the German Foreign Trade Bank A.0., the Republic of Cuba-- 
the National Bank of Cuba, Mongolia--the MPR State Bank, Poland--the Handlowy Bank 
of Warsaw S.A., Romania--the Romanian Foreign Trade Bank, the Soviet Union--the 
USSR Foreign Trade Bank, the CSSR--the Czechoslovak Trade Bank A.O. 
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Close economic contact between the national currency systems and the international 
currency system of the CEMA member countries is achieved through these banks. The 
operation of the national banking institutions (state banks, foreign trade banks, 

investment banks) is the foundation on which the activity of the collective banks 

of the CEMA member countries: the IBEC and the II1B--institutions through which the 
international currency system of the CEMA member countries operates--is based. 


Thus, the USSR State Bank and the USSR Foreign Trade Bank organize the settlement 

and credit service of the diverse foreign economic, scientific, technical and cul- 

tural ties of the Soviet Union with other CEMA member countries. The USSR Foreign 

Trade Bank through the IBEC and the IIB carries out transactions in transfer ru- 

bles on the foreign trade turnover. On the instructions of Gosbank the USSR For- 

eign Trade Bank with its entire large network of institutions makes nontrade set- . 
tlements in national currencies with the CEMA member countries. 


The national and specialized banks of the CEMA member countries actively promote 
the currency and credit support of large integration projects, which are being 
built on a multilateral basis. In the 1970's a new direction arose in the activ- 
ity of the national banks of the countries, in which the construction of projects 
was being carried out by their joint efforts. For example, the USSR State Bank 
through its local departments is carrying out the settlement service of contract- 
ing organizations of the CEMA member countries, which in the Soviet Union are con- 
structing integration projects or are engaged in economic activity. 


In the regions of construction the Soviet bank institutions, on the basis of gen- 
eral agreements, effect the settlements of the contracting organizations for the 
electric power, fuel and construction materials being supplied to them. The set- 
tlements with the personnel of the contracting organizations for wages and other 
types of monetary renuneration are made by them in Soviet rubles. A portion of 
the wage received in Soviet currency is converted into the national currencies of 
the CEMA member countries on the basis of the corresponding exchange ratios. This 
type of activity of the USSR State Bank appeared for the first time in the late 
1960's and early 1970's. In the 1980's it is undergoing further development in 
connection with the implementation of the long-range goal programs of cooperation. 


At the Sixth Session o! the USSR Supreme Soviet, which was held in November 1981, 
it was noted that the economic and social development of the country in 1981-1985 
is creating the prerequisites for the further active participation of the Soviet 
Union in the mutually advantageous international division of labor. Here the USSR 
attaches paramount importance to the development of economic relations with the 
countries of the socialist community. In particular, the construction of a num- 
ber of large integration projects, such as the Khmel'nitskaya and Yuzhno- 
Ukrainskaya AES's, the Mozyr' Plant of Nutrient Yeast, capacities at mining and 
concentration combines and ferroalloy plants, will be carried out on its terri- 
tory during the llth Five-Year Plan jointly with other CEMA member countries. 

The accomplishment of these large-scale plans, of course, will require their cur- 
rency and financial support and the organization of the corresponding settlement 
and payment transactions, including those carried out by Soviet banks. In turn 
this will promote the further strengthening of the interaction of the national 
currency systems of the CEMA member countries with their international currency 
system. 
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The mutual coordination of currency policy appears as an important distinctive 
feature of the close connection of the international and national currency systems 
of the CEMA member countries. One of the examples of this is the coordination of 
the exchange rates of the national currencies, which are used for trade and non- 
trade transactions. The fundamental questions of the currency and credit policy 
of the CEMA member countries are examined at the highest level. Some of them are 
settled by the coordination of various measures in the organs of the Council for 
Mutual Economic Assistance. 


As experience shows, the international currency system of the CEMA member coun- 
tries plays an important role in the development of socialist economic integra- 
tion. In essence, it is one of the units ‘.n the overall mechanism of the economic 
management of the integration process. The Comprehensive Program of Socialist 
Economic Integration, which was adopted at the 25th meeting of the CEMA Session 

in 1971, contains the special section "The Improvement of Currency and Financial 
Relations." "The CEMA member countries," it is indicated ir. this section, "be- 
lieve that currency, financial and credit relations should play a more active role 
in the accomplishment of the tasks on the further development and strengthening 

of ye economic cooperation and the development of socialist economic integra- 
tion." 


The measures stipulated by the Comprehensive Program on the further improvement of 
the currency, financial and credit relations of the CEMA member countries are be- 
ing implemented gradually and according to plan. The results of the implementa- 
tion of this program during the first decade, which were summarized at the 35th 
meeting of the CEMA Session in 1981, attest that the CEMA member countries at 
present have a reliable currency and financial mechanism. It is actively promot- 
ing the fulfillment of the main economic measures of the Comprehensive Program in 
the area of planning activity, production, scientific and technical cooperation 
and foreign trade relations. With the fulfillment of all the measures of the Com- 
prehensive Program the international currency system of the CEMA member countries 
will become qualitatively even more perfect, its influence on the process of the 
rapid development of socialist economic integration will increase. 





5. "Kompleksnaya programma dal'neyshego uglubleniya i sovershenstvovaniya sotrud- 
nichestva i razvitiya sotsialisticheskoy ekonomicheskoy integratsii stran- 
chlenov SEV" /The Comprehensive Program of the Further Intensification and Im- 
provement of Cooperation and the Development of the Socialist Economic Inte- 
gration of the CEMA Member Countries/, Moscow, Politizdat, 197i, p 49. 


COPYRIGHT: "Den'gi i kredit", 1982 


Payments Mechanism 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 2, Feb 82 pp 113-115 


/Article by A. Zverev: "On the Planned Nature of the Functioning of the Compo- 
nents of the Currency and Financial Mechanism of the CEMA Member Countries''/ 


/Text/ The need for the strengthening of currency, financial and credit relations 
in the process of joint activity is noted in the Comprehensive Program of the 
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Further Intensification and Improvement of Cooperation and the Development of the 
Socialist Economic Integration of the CEMA Member Countries. Here the CEMA men- 
ber countries are proceeding on the basis that economic, scientific and technical 
cooperation are based on the laws of the building of socialism and the basic prin- 
ciples of the management of the socialist economy. 


An important place in the Comprehensive Program, along with questions of the devel- 
opment of cooperation in the area of physical production, science and technology 
and foreign trade, is assigned to the improvement of the currency and financial 
mechanism. The measures in this area are conducive to the strengthening of the 
planned principle in the organization of mutual economic, scientific and technical 
relations and to the increase of discipline in the fulfillment of contracts, 
treaties, agreements and plans. 


Development according to plan is a characteristic trait of the currency and fi- 
nancial system of the CEMA member countries. The transfer ruble--the internation- 
al socialist collective currency, which has been used in settlements since 

1 January 1964, that is, since the time of the placement into effect of the Agree- 
ment on Multilateral Settlements and Lending in Transfer Rubles and the Creation 

of the International Bank for Economic Cooperation (IBEC)--is an important unit 

of it. The transfer ruble reliably serves all the mutual settlements of the CEMA 
member countries, mediating the planned movement of the mass of goods on the inter- 
national market of the CEMA member countries and promoting the fulfillment of their 
national economic plans. 


The transfer ruble performs the function of a measure of value first of all in the 
formation of contract prices in the reciprocal trade of the CEMA member countries, 
in the valuation of jointly constructed projects and in several other spheres of 
mutual economic, scientific and technical cooperation. The indicators of the co- 
ordinated plan of multilateral integration measures of the CEMA countries for 
1976-1980 was also expressed in transfer rubles. Moreover, this currency in the 
function of a measure of value is used in the conversion by means of a special 
coefficient of the balance of settlements on some payments from the national mone- 
tary units of the CEMA member countries into the collective monetary unit. 


The transfer ruble performs the function of a means of payment in the payment for 
goods and services, in the case of payments in repayment of interstate credits and 
credits of the IBEC and in the case of the reimbursement of nontrade expenditures. 


The transfer ruble also performs the function of a means of accumulation in the 
case of the formation of credit resources of the IBEC and the International Invest- 
ment Bank (IIB). The accumulation of monetary assets is carried out according to 
plan in the current accounts of the IBEC member countries both in the form of their 
deposits, which are held in the bank, and, moreover, in the form of the fixed capi- 
tal of other funds, which can be created at these banks. The IIB keeps its as- 
sets in the collective currency in accounts in the IBEC until their use as capital 
investments. 


The functioning of the collective currency is closely connected with the real ex- 
port of goods and the rendering of services. Therefore, the question of the real 
backing of the transfer ruble with goods is acquiring great importance. In the 
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Comprehensive Program it is noted that it is achieved on the basis of the planned 
development of the commodity turnover of the CEMA countries according to the ap- 
proved contract prices at the stage of the coordination of the plans in the case 
of the preparation and signing of 5-year trade agreements and annual protocols on 
the commodity turnover. The conformity of the reciprocal currency turnover and 
the real movement of commodity stocks among the CEMA member countries rules out the 
possibility of the unccntrolled, unplanned and unbacked emission of transfer ru- 
bles. Joint planning activity objectively limits the role and sphere of opera- 
tion of the commodity-money relations of the CEMA member countries in general and 
of the transfer ruble in particular. By means of various methods a real oppor- 
tunity is afforded to directly estabiish the physical and material proportions in 
mutual exchange. The countries coordinate the amounts of goods for reciprocal de- 
livery with an indication of the delivery dates and the price. The plans of for- 
eign trade are compiled on the basis of the results of the coordination of the na- 
tional economic plans and the long-term trade agreements. The parties have firm 
obligations on the delivery and acceptance of goods and the rendering of services, 
which are legally established in international trade agreements. 


The foreign trade and currency monopoly of the socialist states of the CEMA member 
countries, the system of the centralized regulation of their foreign economic re- 
lations, the planning of the commodity turnover on a long-term basis, as well as 
the planned coordination of the prices, which are in effect on the international 
market of the CEMA member countries, place the value form in a strictly defined 
framework, limiting its effect. 


At the same time monetary relations are becoming not only a tool of planning, but 
also an object of it. Thus, one of the tasks is for the collective currency of 
the CEMA member countries to be used more actively in the process of state plan- 
ning and tke coordination of natioval economic plans and at this stage for the ef- 
fectiveness of integration «seasures to be compared more completely and to be stimu- 
lated. Moreover, the real vossibilities of the use of the assets and credits of 
the LIB in transfer rubles can and should be examined during the drafting and co- 
ordination of national economic plans and can and should be taken into account 
when concluding long-term trade agreements and annual protocols on the commodity 
turnover. It is necessary to solve these and other problems of the functioning 
of the transfer ruble first of all on the basis of the further improvement of the 
cooperation of the CEMA member countries in the area of planning activity, foreign 
trade, as well as the improvement of the currency and financial mechanism. 


The implementation of the long-range goal programs of cooperation will require 
considerable financial and currency resources, which can be mobilized by means of 
the national financial and credit systems and the joint currency and financial 
system of the CEMA countries. For the purposes of the currency and financial back- 
ing of the long-range goal programs cf cooperation at the expense of internal 
sources these countries can use special-purpose long-term credits, which are ob- 
tained on the basis of intergovernmental agreements, and the credits of the IIB 
from its own and attracted assets, which are intended for the extension of credit 
for the joint construction of projects in the IIB member countries. 


The currency and financial mechanism of the CEMA member countries will undergo 
further development in connection with the formation of special funds, which are 


33 








formed at the IIB by the interested countries which are participating in the im- 
plementation of long-range goal programs of cooperation. It is proposed to create 
such funds in connection with the planned participation of the IIB in the financ- 
ing of the construction of some projects which are included in the long-range goal 
programs of cooperation, for example, those which will be stipulated in the coor- 
dinated plan of multilateral integration measures for 1981-1985. 


The suggestion on the possibility and expedience of drafting and compiling 

a long-range credit plan of the IBEC, which has been made by a number of economists 
in the USSR and other CEMA member countries, merits attention. The Comprehensive 
Program of Socialist Economic Integration contains a clause which provides for the 
coordination of the national economic plans of the CEMA countries for the distant 
future, which creates favorable opportunities for the compilation by the IBEC of a 
long-range credit plan. The need for this is dictated by the general trend of the 
intensification of the planned nature of the foreign economic relations of the CEMA 
countries. 


When advancing such suggestions, the benefits and advantages, which can be ob- 
tained, are usually indicated. 


It is pointed out that if there is a long-range credit plan of the bank, addition- 
al opportunities to use the assets in transfer rubles will arise. This, in turn, 
would enable the IBEC to envisage a chane~ of the amount of resources for lending. 


Moreover, the credit plan of the IBEC, which has been compiled for the future, 
could promote the extension of the multilateral balancing of settlements in trans- 
fer rubles and the reciprocal commodity turnover of the CEMA member countries. 


The policy of strengthening the planned nature of the integration process also 
finds reflection in the activity of the IIB. The planned economy of the countries 
of the socialist community is the basis for the functioning of its credits in 
transfer rubles. 


The agreement on the formation of the IIB provides for the possibility of the par- 
ticipation of the bank in the examination by the appropriate organs of questions 
connected with the coordination of the plans of the national economy, particular- 
ly in the field of capital investments. Therefore, the IIB is taking part in the 
elaboration of the plans and forecasts of the development of the national economic 
complexes of the CEMA countries and their individual sectors and the coordinated 
plan of multilateral integration measures. 


At present the need for the closer coordination of the work of the IIB with the 
CEMA Committee for Cooperation in Planning Activity is increasing. The IIB took 
part, for example, in the work on the coordination of the national economic plans 
of the CEMA member countries for 1981-1985 for the purpose of the determination 

of the projects which could be built with the use of credits of the IIB, as well 
as the coordination of the deliveries of machines and equipment for these projects 
and the export of products. 


As a whole the currency and financial mechanism of the CEMA countries, which is 


based on the transfer ruble, is operating successfully and steadily. The system 
of multilateral settlements and lending is working reliably. 
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The data cited in Table 1 attest to the steady increase of the annual amounts of 
the reciprocal settlements of the CEMA member countries through the IBEC on the 
basis of the transfer ruble. 


Table 1 








by years 
I 
ndicator of reciprocal settlements 1964 1970 1975 1980 


Amount, billions of transfer rubles. ....... 22.9 35.4 66.9 122.9 
Bmeweesese, POTCERE. «ccc ecececseecescsecce se 1B 155 292 536 








In the 17 years of the existence of this system (1964-1980) the total amount of 
the reciprocal settlements of the CEMA member countries was approximately 964 bil- 
lion transfer rubles. 


The credit activity of the IBEC is also increasing (Table 2). The total amount of 
credits, which were granted to member countries of the multilateral system in 
1964-1980, exceeded 64 billion transfer rubles. 


Table 2 





by years 
1964 1970 1975 1980 








Amount of credits of IBEC, billions of transfer 
rubles. > > > >. > > 7 >. > > >. > > > . s > > >. >. >. 1.5 1.97 4.1 9.7 
Increase of credits, percent. ...+«+-+«eeese 100 131 271 642 





The volume of transactions in the IiB is increasing according to plan. [In all 
during the period of its activity (1971-1980) the bank has accepted for the exten- 
sion of credit 73 projects with a total estimated cost of mere than 8 billion 
transfer rubles, and a portion of the credits were granted directly in the collec- 
tive currency. 


The many years of practical experience of the functioning of the international cur- 
rency and financial mechanism .f the CEMA member countries attest to the existence 
of great potential opportunities to effectively influence the process of the de- 
velopment of socialist economic integration. 


COPYRIGHT: Izdatel'stvo "Pravda", "Planovoye khozyaystvo", 1982 
Exchange Rates 
Moscow EKONOMICHESKAYA GAZETA in Russian No 10, Mar 82 p 22 


/Article by Ye. Zolotarenko/ 


/Text/ Bulletin of the Exchange Rates of Foreign Currency as of 1 March 1982 








Name of Currency Exchange Rate in Rubles 
Australian dollars per 100. ...+«+s+se-se-see-ccseee es 77.72 
Austrian schillings per 100 ....++e ee eeeees 4.33 
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Name of Currency 





Albanian leks per 100. > . . > . . > . * sl > >. >. > 6 >. > o 


Dinars of Democratic and Popular Republic of Algeria 


British pounds sterling per 100. ... 
Argentine pesos per 1,000. .....-. 
Afghan afghani per 100.......-. 
Belgian francs per 100 .....-+e«e6-s 
Burmese kyats per 100. .....+e«-+e+e-s 
Bulgarian levs per 100 .....2+2+e-s 
Hungarian forints per 100. . — 
Dengs of Socialist Republic of Vietnam 
Ghanaian cedi each . ...+-e-+-+e¢ee 
Guinea syli per 100. ....+2-e-ee-« 
Marks of GDR per 100 .....2-e eee 
Deutsch marks of FRG per 100 ..... 
Dutch guilders per 100 .....2-+s+e-s. 
Greek drachmas per 100 ....+24-ees 
Danish krones per 100. ....+s2-e«e-s 
Egyptian pout.ds each . . . . + +-e«s- 
Indian rupees per 100. ....2.++e+e-s 
Indonesian rupees per 1,000. ..... 
Iraqi dinars each. . « «0 «© © © © « © 
Iranian rials per 100. . ...+e«- 
Icelandic kronas per 100 ....-+e >» 
Spanish pesetas per 100. ....+ee-s 
Italian lira per 10,000. ... . 

Dinars of People’s Democratic Republic o 
Rials of Yemen Arab Republic per 100. 
Canadian dollars per 100 ....e««-s 
Yuans of PRC per 100. . 2. 2. «© we we wo 
Wons of DPRK per 100 .....24+e2+e+e6-s 
Cuban pesos each... .+-+-eeee-s 
Kuwaiti dinars each. . ...+++-e+e-e 
Lebanese pounds per 100. . ...+«e-s 
Libyan dimars each . ...+e«+s+s# eee 
Malaysian ringgits per 100 .....-s. 


Malian francs per 1,000. . . 2. « «© we « » 


Moroccan dirhams per 100 ....e«s-s 
Mexican pesos per 100. . ...+-e+s-s 
Mongolian tugriks per 100. ...+.«-« 
Nepalese rupees per 100. . . . «s+ « » 
New Zealand dollars per 100. .... .» 
Norwegian kronas per 100 . ...+s«-« > 
Pakistani rupees per 100 . . . « « « « 


Polish zloty per 100 . ...-e«-+-e-ee-s 


Portuguese escudos per 100 .....-s 
Romanian leus per 100. . ...+s+++«s-s. 
Singapore dollars per 100. . 2... .«.«. -s 
Syrian pounds per 100. . ...+«+«es 
Somali shillings per 100 ....e+«-«s 
U.S. dollars per 100 . 2... 26 «© « » 
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per 





Exchange Rate in Rubles 





18.00 
16.84 


131.66 


0.07 
1.42 
1.65 
10.83 
76.92 
7.67 
30.60 
0.26 
3.32 
40.50 
30.32 
27.65 
1.18 
9.03 
1.00 
7.79 
1.13 
2.38 
0.90 
7.57 
0.71 
5.64 
2.09 
15.60 
58 . 86 
40.02 
74.93 
0.90 
2.54 
14,90 
2.38 
31.71 
1.19 
12.73 
1.88 
22.50 
5.30 
56.32 
11.95 
7.10 
22.50 
1.05 
15.00 
34.10 
18.16 
11.23 
71.90 











Name of Currency Exchange Rate in Rubles 








Sudanese pounds each. ....+4+++2+e2essececceecee 0.79 
memieion G8GG8S GBGR. « wc wc wc cece ee eee eee ees 1.33 
De See OO Ee ecesceveeeeeeeeeeee 0.53 
Ceuguepen peeee per WO. ws ec cece ecececececececee «e 6.13 
Pammeem Gate POE Bee we wc ec ee eee eee eee seas 15.93 
French francs per 100... £60808 2 6 6 Oe aS OO 11.89 
Czechoslovak korut.as per 100. ‘e+e @ 8866 & 6 & © C 12.50 
ewegiem bremes per WO. «oe ec cececeeeeee eee s 12.43 
Seem SUOMOR POE Bee woe ecco sees eeesee eevee 38.23 
Sri Lankan rupees per 100 .....24++e+e-ece ee ecevecs 3.44 
Ethiopean birrs per 100 .....24+4++2e2+s+e ce ee eee 35.16 
Yugoslav dinars per 100 .....4+24+2+e++e++e+ee8 © ee ee 1.62 
Japenese YER POF 1,GGe. we eo ccc eee eee ee eee es 3.04 


Our Commentary 


Gosbank has changed as of 1 March the exchange rate of 18 foreign currencies: the 
exchange rate of the British pound sterling, the Belgian, Malian and French francs, 
the Danish krone, the Norwegian and Swedish kronas, the Italian lira, the Canadian 
dollar, the Moroccan dirham, the Mexican peso, the Tunisian and Yugoslav dinars 
and the Japanese yen was lowered; the exchange rate of the Lebanese pound, the 
Singapore dollar, the Finnish markka and the Swiss franc was increased. 


The exchange rate of the U.S. dollar is being maintained at a relatively high level 
as a result of the maintenance of high interest rates (in spite of the fact that 

a number of large American banks have decreased the prime rate by 0.5 percent, it 
is now 16.5 percent). 


The considerable decrease of the exchange rate of the Belgian franc (by 7 percent) 
and the Danish krone (by 3 percent) is the result of the revision on 22 February 

of the pars of exchange of these c.irrencies within the European Monetary Systen. 
From 24 to 28 February the exchange rate of the Belgian currency was 1 ruble 69 ko- 
pecks per 100 francs and that of the Danish currency was 9 rubles 14 kopecks per 
100 krones. 


The weakening of the pound sterling is explained by the worsening of the conditions 
on the world pertroleum market and the decrease by 0.5 percent of the basic rates 
of English banks for credits. 


The Bank of Mexico ceased to support the exchange rate of ics currency, thereby 
allowing its devaluation by more than 30 percent. A similar action was taken by 
the central banks of Morocco, Tunisia and Yugoslavia. 


The price of gold on the world markets decreased to $363 per ounce as against 
$380 in the middle of the month. 


7807 
CSO: 1825/37 
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USSR-CEMA TRADE 


REVISED CHARTER OF CEMA ORGANIZATION 


Moscow EKONOMICHESKOYE SOTRUDNICHESTVO STRAN-CHLENOV SEV in Russian No 1, 1982 
pp 73-76 


/Charter of the Council for Mutual Economic Assistance, with changes made by the 
Protocols of 21 June 1974 and 28 June 1979/ 


/Text/ The governments of the People's Republic of Albania, the People's Republic 
of Bulgaria, the Hungarian People's Republic, the German Democratic Republic, the 
Polish People's Republic, the Romanian People's Republic, the Union of Soviet So- 
cialist Republics and the Czechoslovak Republic, 


taking into account that the economic cooperation being successfully carried out 
among their countries is conducive to the most efficient development of the na- 
tional economy, the increase of the standard of living of the population and the 
strengthening of the unity and cohesion of these countries, 


fully resolved to develop henceforth comprehensive economic cooperation on the 
basis of the consistent implementation of the international socialist division of 
labor in the interests of the building of socialism and communism in their coun- 
tries and the assurance of a lasting peace throughout the world, 


convinced that the development of economic cooperation among their countries pro- 
motes the achievement of the goals specified by the Charter of the United Nations, 


confirming their willingness to develop economic relations with all countries re- 
gardless of their social and state system on the basis of equality, reciprocity 
and noninterference in domestic affairs, 


recognizing the ever increasing role of the Council for Mutual Economic Assistance 
in the organization of economic cooperation among their countries, 


have agreed for these purposes to adopt this Charter. 
Article I 
Goals and Principles 


l. The Council for Mutual Economic Assistance has as a goal to promote by the 
combining and coordination of the efforts of the member countries of the Council 
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the further extension and improvement of cooperation and the development of social- 
ist economic integration, the planned development of the national economy, the ac- 
celeration of economic and technical progress in these countries, the increase of 
the level of industrialization of the countries with less developed industry, the 
Steady increase of labor productivity, the gradual convergence and equalization 
of the levels of economic development and the steady increase of the well-being of 
the peoples of the member countries of the Council. 


2. The Council for Mutual Economic Assistance is based on the principles of the 
sovereign equality of all the member countries of the Council. 


The economic, scientific and technical cooperation of the member countries of the 
Council is carried out in conformity with the principles of socialist internation- 
alism, on the basis of the respect of state sovereignty, independence and national 
interests, noninterference in the domestic affairs of the countries, complete 
equality, reciprocity and comradely mutual assistance. 


Article II 
Membership 


l. The countries, which have signed and ratified this Charter, are the original 
members of the Council for Mutual Economic Assistance. 


2. Acceptance to membership in the Council is open to other countries, which share 
the goals and principles of the Council and have consented to assume the obliga- 
tions contained in this Charter. 


The acceptance of new members is made by a decision of the Session of the Council 
on the basis of the official requests of countries on their acceptance as members 
of the Council. 


3. Each member country of the Council may leave the Council, having notified of 
this the depositary of this Charter. This notification becomes effective 6 months 
after its receipt by the depositary. Upon receipt of such notification the depos- 
itary will inform the member countries of the Council of this. 


4. The member countries of the Council agree: 


a) to ensure the fulfillment of the recommendations of organs of the Council, 
which they have adopted; ‘ 


b) to give the Council and its officials the necessa.y assistance in their per- 
formance of the functions stipulated by this Charter; 


c) to submit to the Council the materials and information, which are necessary 
for the accomplishment of the tasks assigned to it; 


d) to inform the Council about the progress of the fulfillment of the recommenda- 
tions of organs of the Council, which they have adopted, and of the understandings 
reached by them within the Council. 
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Article ILII 
Functions and Powers 


l. In conformity with the goals and principles indicated in Article I of this 
Charter, the Council for Mutual Economic Assistance: 


a) organizes the comprehensive economic, scientific and technical cooperation of 
the member countries of the Council in the direction of the most efficient use of 
their natural resources and the acceleration of the development of the productive 
forces and promotes the development of socialist economic integration; 


b) promotes the improvement of the international socialist division of labor by 
the organization of mutual consultations on the basic questions of economic policy, 
the coordination of the plans of national economic development, the elaboration of 
long-range programs of cooperation, the specialization and cooperation of produc- 
tion among the member countries of the Council with allowance made for the world 
division of labor; 


c) takes steps on the study of economic, scientific and technical problems which 
are of interest for the member countries of the Council; 


d) assists the member countries of the Council in the elaboration, coordination 
and implementation of joint measures in the area of: 


the development of industry and agriculture of the member countries of the Council; 


the development of transportation for the purposes of the primary support of the 
increasing shipments of export-import and transit freight of the member countries 
of the Council; 


the most effective use of the basic capital investments, which are allocated by 

the member countries of the Council for the development of the extractive and proc- 
essing sectors of industry, as well as the construction of the most important 
projects which are of interest for two or more countries; 


the development of the commodity turnover and the exchange of services of the mem- 
ber countries of the Council among themselves and with other countries; 


the sharing of scientific and technical achievements and advarced production know- 
how; 


e) assists the member countries of the Council in the coordination of their multi- 
lateral cooperation within the Council with the bilateral cooperation of these 
countries, ensuring the most complete exchange of information of the countries on 
the most important measures, which are being elaborated and implemented by them 
bilaterally for the purposes of implementing the measures of the long-range pro- 
grams of multilateral cooperation; 


f) undertakes other actions which are necessary for the achievement of the goals 
of the Council. 
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2. The Council for Mutual Economic Assistance in conformity with this Charter: 


a) is empowered to adopt recommendations and decisions in the person of its 
organs which act within their competence; 


b) can conclude international agreements with the member countries of the Council, 
with other countries and international organizations. 


Article IV 
Recemmendations and Decisions 


1. Recommendations are adopted on questions of economic, scientific and technical 
cooperation. The recommendations are reported to the member countries of the 
Council for consideration. 


The implementation by the member countries of the Council of the recommendations 
adopted by them is carried out in accordance with the decisions of the governments 
or other competent organs of these countries in conformity with their legislation. 


2. Decisions are adopted on organizational and procedural questions. The deci- 
sions come into force, if a different one is not stipulated in the decisions them- 
selves or does not follow from the nature of the decisions, as of the day of the 


Tod 


signing of the minutes ci the meeting of the corresponding organ of the Council. 


3. All the recommendations and decisions in the Council are adopted only with the 
consent of the interested member countries of the Council, and each country has 
the right to declare its interest in any question being considered in the Council. 


The nonparticipation of one or several member countries of the Council in individ- 
ual measures, which are of interest for other member countries of the Council, 
does not prevent the implementation by the interested countries of cooperation on 
such measures in the Council. 


The recommendations and decisions do not apply to the countries, which have de- 
clared their nonparticipation in their adoption or a lack of interest in the given 
question. However, each of these countries may subsequently support the recommenda- 
tions and decisions, which have been adopted by the other member countries of the 
Council. 


4. The consideration in the organs of the Council of questions of economic, scien- 
tific and technical cooperation may be concluded with understandings between the 
member countries of the Council on the implementation of the measures agreed upon 
by them. The understandings come into force in accordance with the procedure, 
which is specified by the countries which are parties to the understanding on the 
basis of their legislation, and are implemented in accordance with the procedure 
established in these countries. 
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Article V 


Organs 

l. For the exercising of the functions and rights indicated in Article III of 
this Charter, the Council for Mutual Economic Assistance has the following basic 
organs: 

the Session of the Council, 

the Executive Committee of the Council, 

the committees of the Council, 

the permanent commissions of the Council, 


the Secretariat of the Council. 


2. Other organs, which may prove to be necessary, are established in conformity 
with this Charter. 


Article VI 

The Session of the Council 

l. The Session of the Council is the supreme organ of the Council for Mutual Eco- 
nomic Assistance. It is empowered to discuss all questions, which are in the com 


petence of the Council, and to adopt recommendations and decisions in accordance 
with this Charter. 


2. The Session of the Council consists of delegations of all the member countries 
of the Council. The composition of the delegation of each country is determined 
by the government of the corresponding country. 


3. The regular Sessions of the Council are convened at least once a year alter- 
nately in the capitals of the member countries of the Council under the chairman- 
ship of the head of the delegation of the country, in which the Session is being 
held. 


4. The extraordinary Session of the Council may be convened at the request or 
with the consent of not less than one-third of the member countries of the Council. 


5. The Session of the Council: 
a) considers: 


basic questions of economic, scientific and technical cooperation and specifies 
the main directions of the activity of the Council; 


the report of the Executive Committee on the activity of the Council; 
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b) performs other functions which may be necessary for the achievement of the 
goals of the Council. 


6. The Session of the Council is empowered to establish such organs which it con- 
siders necessary for the fulfillment of the functions assigned to the Council. 


7. The Session of the Council establishes its own rules of procedure. 


Article VII 
The Executive Committee of the Council 


1. The Executive Committee of the Council for Mutual Economic Assistance consists 
of representatives of all the member countries of the Council at the level of the 
deputy heads of the governments, one from each country. 


The Executive Committee is the main executive organ of the Council. 
2. The Executive Committee holds its meetings, as a rule, once a quarter. 


3. The Executive Committee within its competence has the right to adopt recommenda- 
tions and decisions in accordance with this Charter. The Executive Committee can 
submit proposals for the consideration of the Session of the Council. 


4. The Executive Committee: 


a) supervises the entire set of operations connected with the accomplishment of 
the tasks facing the Council in conformity with the decisions of the Session of the 
Council, organizes and carries out the systematic supervision of the meeting by the 
member countries of the Council of the obligations which ensue from the recommenda- 
tions of organs of the Council, which have been adopted by them, the understand- 
ings, which have come into force and were reached within these organs, as well as 
during the cooperation which has been carried out within the framework of multi- 
lateral agreements which were concluded on the basis of such recommendations and 
understandings; 


b) supervises the work on the coordinationof the plans of national economic devel- 
opment, the specialization and cooperation of production of the member countries 

of the Council and organizes the elaboration of the basic directions of the effi- 
cient division of labor in the most important sectors of production of these coun- 
tries; 


c) considers the proposals of the member countries of the Council and the appro- 
priate organs of the Council on questions of economic, scientific and technical 
cooperation, analyzes the state of this cooperation and elaborates measures on its 
further development; 


d) elaborates the basic directions andmeasures on the development of: 


the commodity turnover and exchange of services among the member countries of the 
Council; 
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scientific and technical cooperation among the member countries of the Council; 
e) carries out the supervision of the work of the committees, permanent commis- 
sions and the Secretariat of the Cowmcil, as well as other appropriate organs of 
the Council, specifies the basic questions and directions of their activity; 


f) approves: 


the staffs of the Secretariat of the Council, the budget of the Council and the 
report of the Secretariat on the fulfillment of the budget; 


the statutes on the committees, the permanent commissions and the Secretariat of 
the Council, as well as on other organs of the Council; 


g) establishes control organs for the auditing of the financial activity of the 
Secretariat of the Council; 


h) performs other functions, which ensue from this Charter, as well as from the 
recommendations and decisions of the Session of the Council. 


5. The Executive Committee may establish such organs which it considers necessary 
for the performance of its own functions. 


6. The Executive Committee establishes its own rules of procedure. 

Article VIII 

The Committees of the Council 

l. The committees of the Council are created by the Session of the Council for 
the assurance of the complete consideration and solution on a multilateral basis 
of the most important problems of the cooperation of the member countries of the 
Council in the area of economics, science and technology. 

The committees of the Council perform the functions which are stipulated by the 
Statutes on them, as well as other functions which ensue from the recommendations 
and decisions of the S-ssion of the Council and the Executive Committee of the 


Council. 


2. The committees of the Council consist of the directors of the corresponding 
competent organs of the member countries of the Council, one from each country. 


3. The committees of the Council within their competence have the right: 
a) to adopt recommendations and decisions in conformity with this Charter; 


b) to submit proposals for the consideration of the Session of the Council and 
the Executive Committee of the Council; 


c) to establish working organs for the preparation for the consideration of the 
committees and for approval of individual questions, which belong to the 
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jurisdiction of the committees, as well as to convene scientific and technical 
conferences and other conferences; 


d) to inquire after materials, opinions and proposals of the permanent commissions 
and other appropriate organs of the Council on questions connected with their 
activity. 


4. The committees of the Council submit to the Executive Committee of the Council 
annual reports on the work which has been done. 


5. The committees of the Council establish their own rules of procedure. 


Article IX 
The Permanent Commissions of the Council 


|. The permanent commissions of the Council for Mutual Economic Assistance are 
created by the Session of the Council for the purposes of the promotion of the 
further development of economic relations among the member countries of the Coun- 
cil and the organization of multilateral economic, scientific and technical coop- 
eration in individual areas of the national economy of these countries. 


The permanent commissions elaborate measures and prepare proposals on the imple- 
mentation of the above-indicated cooperation, including the preparation of the 
corresponding multilateral agreements, as well as perform other functions which 
ensue from this Charter, the recommendations and decisions of the Session of the 
Council, the Executive Committee and the committees of the Council. 


2. The permanent commissions consist of delegations which are appointed by the 
member countries of the Council. 


3. The permanent commissions within their competence have the right: 

a) to adopt recommendations and decisions in conformity with this Charter; 

b) to submit proposals for the consideration of the Session of the Council and 
the Executive Committee of the Council, as well as to send upon request or on 
their own initiative materials, opinions and proposals to other appropriate organs 
of the Council; 

c) to establish working organs for the preparation for the consideration of the 
commissions and for approval of individual questions, which belong to the jurisdic- 
tion of the commissions, as well as to convene scientific and technical confer- 


ences and other conferences. 


4. The permanent commissions submit to the Executive Committee of the Council an- 
nual reports on the work which has been done and their further activity. 


5. The permanent commissions establish their own rules of procedure. 
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Article X 
The Secretariat of the Council 


1. The Secretariat of the Council for Mutual Economic Assistance consists of the 
Secretary of the Council, his deputies and such personnel who may be required for 
the performance of the functions assigned to the Secretariat. 


The Secretary of the Council is appointed by the Session of the Council, while his 
deputies are appointed by the Executive Committee of the Council. 


The Secretary of the Council and his deputies supervise the work of the Secretariat 
of the Council. The personnel of the Secretariat are made up of citizens of the 
member countries of the Council in conformity with the Statute on the Secretariat 
of the Council. 


The Secretary of the Council is the main official of the Council. He represents 
the Council before officials and organizations of the member countries of the 
Council and other countries, as well as before international organizations. The 
Secretary of the Council may empower his deputies, as well as staff members of the 
Secretariat to act on his behalf. 


The Secretary and his deputies may take part in all the meetings of the organs of 
the Council. 


2. The Secretariat of the Council: 


a) organizes the preparation for and contributes to the conducting of the meetings 
of the organs of the Council and the conference;, which are held within the Coun- 
cil, prepares the materials or contributes to the preparation of the materials for 
the meetings of the organs of the Council in conformity with the plans of the work 
of these organs, provides effective assistance to the organs of the Council during 
the period between their meetings in the completion of the coordination of the 
questions under discussion, ensures the performance of the functions of the secre- 
tariat of other organs of the Council; 


b) compiles economic reviews and conducts economic studies in accordance with the 
materials of the member countries of the Council, prepares and publishes informa- 
tional, reference and other materials on questions of the economic, scientific and 
technical cooperation of the member countries of the Council, as well as prepares 
other reviews aad studies; 


c) prepares proposals on individual questions of the work of the Council for their 
consideration in the appropriate organs of the Council; 


d) elaborates or contributes to the elaboration of the drafts of multilateral 
agreements on questions of economic, scientific and technical cooperation in con- 
formity with the recommendations and decisions of the organs of the Council, as 
well as with the understandings reached within these organs; 
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e) organizes and carries out the recording of the fulfillment of the recommenda- 
tions and decisions of the organs of the Council, as well as the understandings 
reached within these organs, and prepares the corresponding proposals for their 
consideration; 


£) contributes to the complete preparation of the questions being considered by 
the organs of the Council and to the coordination of their work; 


g) takes other actions which ensue from this Charter, the recommendations and deci- 
sions adopted in the Council, as well as from the Statute on the Secretariat of the 
Council. 


3. The Secretary of the Council, his deputies and the personnel of the Secretariat 
in the performance of official duties act as international officials. 


4. The city of Moscow is the site of the Secretariat of the Council. 
Article XI 
Relations of the Council With Other Countries 


The Council for Mutual Economic Assistance may invite countries, which are not mem- 
bers of the Council, to take part in the work of the organs of the Council or to 
carry out cooperation with them in other forms. 


The conditions of the participation of countries which are not members of the Coun- 
cil in the work of the organs of the Council or their cooperation with the Council 
in other forms are specified by the Council in accordance with an understanding 
with these countries, as a rule, by the conclusion of agreements. 


Article XII 
Relations of the Council With International Organizations 


l. The Council for Mutual Economic Assistance may establish and maintain rela- 
tions with organs of the United NaLions, specialized and other international 
organizations. 


The nature and form of these relations are specified by the Council in accordance 
with an understanding with the corresponding organs of the United Nations and in- 
ternational organizations, particularly by the conclusion of agreements. 


2. The international organizations, which are established by the member countries 
of the Council for the implementation of cooperation in individual areas of eco- 
nomics, science and technology, are placed in relations with the Council, which 
are fixed by treaty. 


The Council coordinates the activity of such organizations with the activity of 
the Council on the basis of the agreements concluded with them. 
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Article XIII 
Financial Questions 


l. All the revenues and expenditures of the Council are stipulated in the budget 
of the Council. The member countries of the Council bear the costs, which are con~ 
nected with the maintenance of the Secretariat and the financing of its activity, 
and the other costs of the Council in conformity with its budget. The amount of 
the proportionate contributions of the member countries of the Council to the budg- 
et of the Council is established by the Session of the Council. 


2. The Secretariat of the Council submits to the Executive Committee of the Coun- 
cil a draft of the budget of the Council for each calendar year and a report on 
the fulfillment of the budget. 


An audit of the financial activity of the Secretariat of the Council is made 
annually. 


3. The costs for the upkeep of the participants in the meetings of the organs of 
the Council, as well as the conferences heid within the Council, are borne by the 
country which sends its representatives to these meetings and conferences. 


4. The costs connected with the granting of facilities, as well as the equipment 

necessary for the meetings and conferences, which are indicated in Paragraph 3 of 

this article, are borne by the country, in which these meetings and conferences 

are held, with the exception of instances when such meetings and conferences are 

held in facilities of the Council. by 


Article XIV 
Miscellaneous Decisions 


l. The Council for Mutual Economic Assistance enjoys on the territory of each 
member country of the Council the legal capacity necessary for the performance of 
its functions and the achievement of its goals. 


2. The Council, as well as the representatives of the member countries of the 
Council and the officials of the Council enjoy on the territory of each of these 
countries the privileges and immunities, which are necessary for the performance 
of the functions and the achievement of the goals, which are stipulated by this 
Charter. 


3. The legal capacity, privileges and immunities, which are indicated in this 
article, are specified by a special Convention. 


4. The provisions of this Charter do not affect the rights and obligations of 
the member countries of the Council, which ensue from their membership in other 
international organizations, as weil as from the internaticnal treaties concluded 
by them. 
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5. The representatives of the countries in the Executive Committee of the Council 
are at the same time the permanent representatives of their countries in the Coun- 
cil. The permanent representative of a country in the Council has at the site of 
the Secretariat of the Council a deputy, the necessary number of advisers and other 
employees. 


Article XV 
Languages 


The languages of all the member countries of the Council are the official lan- 
guages of the Council for Mutual Economic Assistance. 


Russian is the working language of the Council. 
Article XVI 
The Ratification and the Coming Into Force of the Charter 


1. The Charter is subject to ratification by the countries which have signed it 
in conformity with their constitutional procedure. 


2. The instruments of ratification will be turned over for keeping to the depos- 
itary of this Charter. 


3. The Charter will come into force immediately after the turning over for keep- 
ing of the instruments of ratification by all the countries which have signed this 
Charter, of which the depositary will notify these countries. 


4. With respect to each country, which in accordance with Paragraph 2 of Article II 
of this Charter will be admitted to the Council for Mutual Economic Assistance and 
will ratify this Charter, it will come into force temporarily as of the day of the 
decision of the Session of the Council on the admission of the given country to 
membership in the Council and permanently as of the day of the turning over for 
keeping by this country of the document of ratification of the Charter, of which 

the depositary will notify the other member countries of the Council. 


Article XVII 
The Procedure of Amendment of the Charter 


Every member country of the Council for Mutual Economic Assistance may submit a 
proposal on the amendment of this Charter. 


The amendments of the Charter, which have been approved by the Session of the Coun- 
cil, will come into force immediately after the turning over for keeping to the 
depositary of the documents of ratification of these amendments by all the member 
countries of the Council. 
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Article XVIII 
Concluding Decisions 


This Charter has been drawn up in one copy in Russian. The Charter will be turned 
over for keeping to the Government of the Union of Soviet Socialist Republics, 
which will send certified copies of the Charter to the governments of all the 
other member countries of the Council, as well as will report to these governments 
and to the Secretary of the Council on the turning over to the USSR Government for 
keeping of the instruments of ratification. 


In witness of which the representatives of the governments of the member countries 
of the Council for Mutual Economic Assistance have signed this Charter. 


Executed in the city of Sofia on 14 December 1959. 
COPYRIGHT: Sovet Ekonomocheskoy Vzaimopomoshchi Sekretariat Moskva, 1982 
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USSR-CEMA TRADE 


BASIC FORMS OF CEMA COUNTRY CAPITAL INVESTMENT COORDINATION 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 2, Feb 82 pp 93-96 


[Article by A. Belovich, senior scientific associate at the International 
Institute of the Economic Problems of the CEMA World Socialist System: "The 
Basic Forms of Coordinating the Capital Investments of the CEMA Member Countries” | 


[Text] A very important goal of international socialist economic integration is 
@ maximum increase in the economic efficiency of social production which will 
make it possible to provide for the growing long-term needs of the economies of 
the CEMA countries for the basic types of goods chiefly through the rational use 
of the resources of these countries. The realization of this goal is possible 
through the joint efforts of the CEMA member countries which are interested in a 
collective solution of the major social and economic problems of the development 
of their economies, with the coordination of their capital investments being of 
great importance here. 


It is stated in the Overall Program for the further deepening and improvement of 
the cooperation and for the development of the socialist economic integration of 
the CEMA countries that during the process of the coordination of their plans 
their capital investments will also be coordinated for individual objects which 
are of mutual interest and for which the accomplishment of the techrical and 
economic tasks requires a substantial concentration of resources for the creation 
of optimal production capacities with the purpose of more fully meeting the needs 
of the interested countries and ensuring stable and long-term mutual foreign 
trade relations. 


To date there is no definition in the economic literature of the concept of the 
coordination of the capital investments of the CEMA countries. Certain writers 
touch upon the concept of the coordination of the capital investments of the 
fraternal countries only indirectly, understanding its essence in different ways. 
In our opinion, the coordination of the capital investments of the CEMA countries 
is a voluntary activity of the interested fraternal countries which is carried 
out in a planned manner (on a bilateral or multilateral basis) and which is 
connected with the necessity for the coordinated direction of their investments 
in time and in space in the solution of specific economic problems. It is, on 
the one hand, the cause, and, on the other, the consequence of an agreed upon 
solution of specific economic problems by means of the coordinated assignment 

of the investments of the interested countries. 
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It is not the entire amount of the capital investments of the states of the 
socialist commonwealth which is the subject of the coordination of the CEMA 
countries’ capital investments, but only the part which is directly connected 
with their participation in the construction of new objects or in the expansion, 
reconstruction, and modernization of operating enterprises whose output goes for 
the development of the international socialist division of labor. With the help 
of capital investment coordination the interested CEMA countries solve those 
difficult social and economic problems which it is possible and expedient to solve 
through the planned concentration and unification of their investment resources. 


The coordination of the CEMA countries’ capital investments does not manifest 
itself as an independent form of cooperation, but is a component and organic part 
of joint planning activity and of the development of international production 
specialization and cooperation. It appears in a more open form if the agreed upon 
sc .ution of specific important economic problems of the interested countries 
requires the creation of new or the expansion of existing objects. 


Having a mutually advantageous character, the coordination of the CEMA countries’ 
capital investments is performed when the coordinated use of investment resources 
brings a greater economic gain to each of the interested countries compared to 
that which it would obtain from investment expenditures to organize its own pro- 
duction of che output for the acquisition of which this coordination is directed. 
The participation of a specific country in coordination will 'e economically 
advantageous for it if it is able to provide it with the complete satisfaction 
of its need for types of output which are produced on the basis of coordination, 
with, moreover, the technical level of these goods corresponding to the best 
world achievements and to the requirements of the client. In addition, the 
relationship of the expenditures for the acquisition of these types of goods by 
means of participation in the coordination of capital investments with the re- 
maining fraternal socialist countries is kept in mind. 


The coordination of the capital investments of the CEMA countries is carried out 
in different forms and has a history of more than 20 years. The choice of the 
concrete form depends above all upon the existence of the material, financial, 
and labor resources and the possibilities of the participant countries to assign 
these resources for coordination, and also upon the character of the object of 
cooperation. The basic condition for a choice is a mutual interest in the joint 
solution of economic problems and compliance with the principle of mutual advan- 
tage for the participant countries. 


In developing the basic forms of capital investment coordination for the CEMA 
countries we proceeded from a generalization of the practical cooperation ex- 
perience of the fraternal states in the field of investments; moreover, we 
investigated whether there occurred a redistribution of capital investments from 
one CEMA country to another under concrete manifestations of these forms. 


The coordination of the CEMA countries’ capital investments whose result is the 
construction of new or the expansion of operating objects can conventionally 
be divided into the following four forms. 
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Two or several countries make capital investments with the use of their own 
financial, material, and labor resources on their own territory in order to pro- 
vide for the long-term needs for products by interested CEMA countries at the 
plants which have been built in this way. This form of cooperation does not en- 
visage a redistribution of capital investments. 


The second and no less important and effective form is connected with the inter- 
state distribution of the investments of interested fraternal states in order to 
make more effective use of them in the interests of the countries which are in- 
terested in the solution of an important joint problem. Here, production capa- 
cities in one country are created with the participation of the countries which 
are interested in the long-term acquisition of some of the output being produced. 
The contributions of the countries is determined by the payment for the produc - 
tion of a part of the products produced at the given capacities. 


A third possible form of cooperation in the coordination of the capital investments 
of the CEMA countries is the construction of joint enterprises by individual 
interested countries in accordance with conditions defined by then. 


The basic ditference between the second and the third forms is in the juridical 
ownership of the objects: with the second form an object which has been created 
by joint efforts remains in the ownership of the country on whose territory it 
is built, while with the third form there arises a joint disposal by the CEMA 
countries. 


The fourth form of coordination is represented by the development of the coopera- 
tion of the CEMA countries in the construction of production capacities in third 
countries (by means of the development of planning documents, supplying machinery 
and equipment, and so forth) for the purpose of obtaining especially important 
types of fuel and raw materials from them. 


This form differs from the preceding two in the direction of the movement of the 
investments: with the second and third forms it occurs within the socialist 
commonwealth, while with the fourth the capital investments are assigned from the 
countries of the socialist commonwealth to countries which are not CEMA members. 


The coordination of the CEMA countries’ capital investments which is not connected 
with the inter-state distribution of investments has been realized chiefly with 
the help of the construction of Line-"transportation" objects on the basis of 

the investment resources of the interested CEMA countries on their territories 
(when the unification of these objects into a finished technical-technological 
system serves the purposes of supplying electric energy, petroleum, gas, or other 
substances from one CEMA country to another). This provided for the unification 
of the energy systems of the European states of the socialist commonwealth into 
the "Mir" energy system, the construction of the "Druzhba" petroleum pipelines 
and ot the "Bratstvo" main gas pipeline, and also of the through gas pipeline on 
the territory of the CSSR along which natural gas is transported from the USSR to 
the GDR and the countries of Western Europe. 


23 








In our opinion the realization of long-term special-purpose cooperation programs 
in the field of transportation can also be classified in this form of coordination. 
By means of the coordinated development of the international transportation infra- 
Structure they have the task of assisting in an improvement of the economic 
relations of the CEMA countries and, consequently, an increase in the economic 
efficiency of their social production. In this connection, the following agree- 
ments are of great importance: on the construction of a new border railroad 
crossing between the USSR and the CSSR in accordance with which it is planned to 
build the new railroad crossing Uzhgorod-II (USSR)-Matevtse (CSSR) on a 1,435 
millimeter track; on the construction of the railroad crossing Batevo (USSR)- 
Eper‘eshke (Hungarian People's Republic) on a 1,520 millimeter track; on the 
reconstruction and reequipping of lines of international importance in accordance 
with an agreement signed by the People's Republic of Bulgaria, by the Hungarian 
People's Republic, the GDR, the Polish People's Republic, the USSR, and the CSSR; 
and on the development of cooperation between the CEMA countries to increase the 
capacities of motor vehicle roads of international importance. 


It is characteristic of the above agreements that each interested CEMA country 
will build the objects stipulated by them on its own territory and at its own 
cost. 


Among the practical forms of the realization of the coordination of capital invest- 
ments is the construction of bridges, electric power stations, and so forth on 
rivers which form the state border between two or more countries; in addition, 
these objects are built by each of the interested countries on its own territory 
on the basis of its own investment resources. A joint international construction 
project arises during the process of the joint technical-technological substan- 
tiation of the plans and the spatial unification of these installations into a 
single whole. The coordination of the capital investments of interested CEMA 
countries in the field of the joint use of water resources has not yet been 
sufficiently developed. Concrete examples of this form of coordination are the 
"Bridge of Friendship and Peace" which was built in 1954 and which unites both 
Bulgaria and Romania, and the hydro-energy and navigation complex in the area of 
the “Iron Gates" on the Danube between Romania and Yugoslavia. 


Cooperation between Bulgaria and Romania is being strengthened in the construction 
of a hydroelectric power station on the Danube in the area of Islas-Somovit. 

Both sides have equal shares of capital investments and the electric energy which 
is produced will be distributed equally. In addition, the joint construction of 

a hydro-energy complex in the area of Stynka-Kostesht on the Prut River is being 
planned. Both countries will participate equally in the expenditures for the 
construction of this object and in the distribution of the results of its work. 


[t was noted at the 3lst Session of the CEMA (in June 1977) that Bulgaria and 
Romania were preparing a joint construction of the Turna-Magurele-Nikopol hydro- 
electric power station. Other proposals which provided for a more efficient use 
of the hydro-energy resources of the Danube were considered. 


54 











Since the end of the 1970s construction has been going on on the Danube of the 
hydro-energy complex Gabchikogo-Nad'marosh between the CSSR and the Hungarian 
People's Republic on the basis of a coordination of capital investments without 
an inter-state redistribution of investments. 


The coordination of construction schedules for technologically homogeneous objects 
on the territories of the interested CEMA countries is also directed at the 
coordination of capital investments without an inter-state redistribution of 
investments. In this case, the countries distribute among themselves tasks in the 
field of capital investments in such a way that by means of the gradual expendi- 
ture of financial and material resources optimal production capacities are 
created, the maximum economic effectiveness for the capital investments is 
attained, and the needs of the interested countries for the products or semi- 
tinished products produced at these objects are met. 


An example of this form of coordination is the construction of petrochemical 
combines located in the border areas of the commonwealth countries, and also the 
unification of these countries by a system of ethylene pipelines, particularly, 
Zaluzhi-Neratovitsa (CSSR)-Belen (GDR), Leninvarosh (Hungarian People's Republic)- 
Kalusha (USSR), and also an ethylene pipeline between Yugoslavia and the Socialist 
Republic of Romania. 


Large petrochemical combines equipped with the latest equipment require the coor- 
dination of capital investments from the CEMA countries when new powerful 
installations are created for petroleum processing. The construction of installa- 
tions for a deeper refinement of petroleum on the basis of an international 
division of labor and a corresponding coordination of their capital investments 
with other CEMA countries is advantageous for all of the CEMA member countries. 


The joint construction of petrochemical complexes provides for the following 
advantages compared to their isolated constructjon in individual countries: 

the relatively small sizes of the territories of the interested countries makes 
it possible to develop coordinated petrochemical production on the basis of 
existing chemical industry centers; optimal production capacities can be put 
into operation in a relatively short time and their rapid and complete use can 
be ensured by means of a mutual exchange of finished products; the large 
capital investments for the construction of the petrochemical complexes are 
divided into specific time stages, which decreases the investment expenditures 
for each participating country at each stage and, correspondingly, increases the 
effectiveness of the capital investment; permanent mutual relationships are 
formed among the partners in the field of specialization and cooperation; and 
the economy of each of the participating countries provides for its own needs 
for a wide assortment of chemical products at more rapid rates than with un- 
coordinated actions. 


Despite the indisputable advantage which interested countries may have from 
using this form of cooperation, it should be kept in mind that there is also a 
risk arising with such an enormous construction in the event that commissioning 
schedules for individual capacities are not observed. 





The coordination of the capital investments of the CEMA countries without spatial 
maneuvering by them can be expressed in a form under which the joint capital in- 
vestments of two or several countries are realized for the purpose of a mutual 
exchange of the products of the plants which are being built on the territory of 
these countries, namely, on the basis of an exchange of equivalent products. Each 
country puts its own investment resources into the development of one of the types 
of production which is the object of an agreement. Here, the production capa- 
cities on the territory of one country are used to process the raw materials or 
semi-finished goods of another country. This form, probably, should not have 
classified within it regular relations which are created on the basis of the 
loading of temporarily free production capacities (for example, the capacities of 
finishing productions in the textile industry by the enterprises of a neighboring 
country), since what is at issue here is the use of the ancillary results of 
national capital investment programs, and not joint investment activity. Another 
situation is created in those cases when cooperation in the use of production 
capacity is not a temporary measure, but a long-term condition of the normal 
functioning of a branch and, consequently, to one or another degree determines 

the amounts of national capital investments designated for its development. 


A system of mutual compensation deliveries may be a form of the coordination of 
the capital investments of the CEMA countries without the inter-state distribution 
of capital investments. It is acceptable in those cases when the country on 

whose territory the construction is being performed has the necessary amount of 
capital investments for this purpose, while the remaining participants in the 
agreement are able to supply some other types of goods and other types of products 
as compensation for the goods obtained by them. This form of coordination creates 
the conditions for the maneuvering of investment resources within the countries 
and makes it possible to redistribute capital investments. 


In our opinion, the fulfillment of commitments which follow from agreements on 
production specialization and cooperation which requires a definite amount of 
capital investments by the countries participating in these agreements may also 
be regarded as a method of the capital investment coordination being considered. 
We are saying that the realization of their commitments by countries which have 
signed an agreement (bilateral or multilateral) on production specialization and 
cooperation frequently cannot be imagined without an expansion of operating or 
the construction of new production capacities, which is connected with the 
allocation of a required amount of capital investments. The latter are expended 
by countries which are interested in the development of the specialization or 
cooperation of specific types of production on the territory of each country. 
They provide for the fulfillment of their commitments which follow from these 
agreements by means of the modernization or expansion of operating or the con- 
struction of new capacities independently, on the basis of their own capital 
investments. In these cases there is no movement of investments from one CEMA 
country to another. One of the examples of this form of coordination is the 
general agreement on the expansion of furniture fabric for the period until 1990. 
In 1979 it was signed by representatives of the People's Republic of Bulgaria, 
the Socialist Republic of Romania, and the CSSR; moreover, these countries 
committed themselves to increase the necessary production capacities on the basis 


56 











of their own investment resources. Another typical example in this field is the 
agreement of the multilateral specialization and cooperation of the production of 
equipment for atomic electric power stations for the period 1981-1990 whose 
realization is connected in certain interested CEMA countries with substantial 
expenditures of capital investments. 


In 1980-1981 a large amount of work was done within the CEMA Permanent Commission 
on Machine Building to realize certain measures of the long-term special-purpose 
cooperation program in this field connected with the creation of production 
capacities on the basis of the capital investments of the interested CEMA 
countries. Thus, agreements were signed on multilateral international coopera- 
tion in the development of specialized capacities: for the production of machine 
tools and automated machinery for the working of railroad wheels (between the 
People's Republic of Bulgaria, the GDR, the Polish People's Republic, and the 
USSR); for the production of filters and filtering elements; an agreement on 
cooperation in the development of the production-equipment base of chemical and 
polymer machine building, and others. 


The above-cited examples of capital investment coordination by the CEMA countries 
which is not connected with an inter-state redistribution of investments testi- 
fied to the high effectiveness of this form of cooperation by the states of the 
socialist commonwealth in the field of capital construction. The effect will be 
even greater if the capital investments are assigned for the joint creation and 
use of selected production capacities of optimal dimensions. 


The above methods of coordinating capital investments can be used in accomplishing 
similar economic tasks by the CEMA countries with different levels of development. 
This means that they can be a reliable instrument for realizing an effective 
mutually advantageous cooperation which will also promote the equalization of 

the levels of economic development of the socialist commonwealth states. 


COPYRIGHT: Izdatel'styo "Pravda", "Planovoye khozyaystvo", 1982 
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USSR-CEMA TRADE 


CEMA, WORLD ECONOMIC GROWTH COMPARED 
Kiev EKONOMIKA SOVETSKOY UKRAINY in Russian No 1, Jan 82 pp 80-86 


/Article by Candidates of Economic Sciences V. Golubev and I. Sushchinskaya: “"The_ 
Strengthening of the Positions of the CEMA Member Countries in the World Economy"/ 


/Text/ The most important feature of present-day world economic ties and relations 
is the fact that they are appearing clearly as the sphere and object of the ri- 
valry between socialism and capitalism. The increase cf the economic might of so- 
cialism, the strengthening of the positions of the countries of the socialist com- 
munity in the economic rivalry with capitalism and their achievements in the forma- 
tion and development of a new type of the international division of labor were re- 
sponsible for the profound changes in the world economy and world economic rela- 
tions. As was stated at the 26th CPSU Congress, what has been done by the social- 
ist countries in economic development constitutes an entire epoch. It would not be 
an exaggeration to say that the nature of international economic relations is form- 
ing to a greater and greater extent under the direct influence of socialism, which 
creates “completely different international relations, which give all oppressed 
nationalities an opportunity to escape imperialist oppression. "! 


Speaking at the 26th CPSU Congress, L. I. Brezhnev said: "The relations between 
states since the days of old have been called international. But only in our 
times, in the world of socialism, have they really become relations between na- 
tions. Millions and millions of people are taking a direct part in them. This, 
comrades, is the fundamental achievement of socialism, its great service to man- 
kind." 


The Council for Mutual Economic Assistance now unites 10 states of Europe, Asia 
and America with a population of 480 million. During the activity of this organ- 
ization the countries belonging to it under the guidance of the Communist and 
Workers’ Parties have increased by many times their economic potential, having 
taken a prominent place among the industrially developed countries of the world. 
The CEMA member countries now account for one-third of the world industrial output 
(in 1950, 18 percent), one-fourth of the national income of the world (in 1950, 

15 percent) and one-fifth of the world agricultural output. In terms of one in- 
habitant in the CEMA member countries 3.3-fold more industrial output is now being 
produced than on the average in the world. For some types of output of the na- 
tional economy the proportion of these countries in world production has steadily 
increased (see Table 1). During the existence of CEMA its economic potential has 
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increased greatly (see Table 2). Im the past decade alone the CEMA member coun- 
tries have doubled their industrial production. At present 2.i-fold more indus- 
trial output is produced in them than in the Common Market countries, and 1.5-fold 
more than in the United States.2 The economy of the socialist countries has a 
large and ever increasing scientific complex. According to the data of Professor 
W. Kunz (GDR), a large proportion of the national income is being allocated an- 
nually for the needs of scientific and technical progress: in the USSR, the GDR 
and the CSSR more than 4 percent, in the other countries 3-4 percent. Nearly 

2 million scientists, 3 which is approximately one-third of the scientific poten- 
tial of the world, work in the CEMA countries. 











Table 1 
Proportion of CEMA Member Countries in the World Production of Some Types of Output* 
Types of output 1950 1977-1978 
Electric power (gross generation). . ....s+e«-e«eeseceee 14 22 
PESUOIGU. oc ose eee wneeaeeeoneeneeenanaeneeeee 8.4 19 
MOGURAL O86. « cc ecesceeveeeeseneeeneeveeneeeeee 5 28 
Coal (in terms of conventional fuel) ......+.+-+e« © see-s 23 31 
oe! Bh. ee ee ee ee ee ee ee ee ee er ee er ee 18 28 
MOSBkec ec oc ee see eoeeeseeeesceeenaeeeaneeee 19 30 
Mineral fertilizers (in terms of 100-percent nutrients). ... 21 37 
Cement «cc cece ree eeeeeeee eee eee eee 14 26 
Chemical fiber and filaments .....+-e«-e«+e-e« see ce eee 4 15 
a a ee a ee a ee ee er a a a ee ee ee ee a 24 37 
os |) Pee ee ee ee ee ee ee er ae a a ee a ee pec 53 
PMPe wc eo eee ooo eee eee seeseee se eevee sees 18 30 


ee 


* 
VOPROSY EKONOMIKI, No 2, 1979, p 83; EKONOMICHESKIYE NAUKI, No 3, 1979, p 11; 
WIRTSCHAFTSWISSENSCHAFT, No 3, 1979, p 260; PRAVDA, 23 June 1980. 





The economy of the countries of the socialist community rests on a rich base ot 
natural resources. Half of the proved world reserves of iron ore, about a third 
of the coal, two-fifths of the natural gas, two-thirds of the manganese ores and 
apatites and others are concentrated here. 


The socialist community has displayed the most dynamic economic and political 
force. The rate of economic growth of the CEMA member countries vastly exceeds 
the growth rate of the capitalist countries. In the past three decades the na- 
tional income of the CEMA member countries has increased 9.5-fold, while indus- 
trial output has increased 15-fold, which is respectively 2.4-fold and 3-fold 
greater than in the developed capitalist countries. > 


[The stable, steady growth of the economy of the CEMA member countries is being ac- 
companied by qualitative, progressive changes, with which there should first of 
all be grouped the enhancement of the role of the intensive factors of production. 
The structure-determining sectors, which serve as the basis of the retooling of 
the entire national economy: electric power engineering, the chemical and petro- 
chemical industry, machine building, were rapidly developed in all the CEMA 
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member countries. At present these sectors as a whole account for about 42 per- 
cent of the total industrial output of the CEMA member countries.© The preferen- 
tial growth of machine building is playing a special rele in the improvement of 

the structure of industry. During 1951-1978 the volume of output of machine build- 
iug of the CEMA countries increased 30-fold, which exceeds by 2.5-fold the growth 
rate of their total industrial output. 7 The priority sectors of machine build- 
ing--the vehicles of scientific and technical progress: electrical and radio en- 
gineering, electronics, the production of automation equipment and computer hard- 
ware and transportation machine building--were developed at a leading rate. 


Table 2 


Production of Basic Types of Industrial Output by CEMA Member 
Countries as a Whole* 





Production of CEMA 
countries against 


Unit of measurement production of EEC 





1950 1979 countries (1979) 
Electric power. ... billions of kWh 137 1660 1.3 
Petroieum (including 
gas condensate)... millions of tons 43.8 604 7.0** 
Natural and casing- 
head gas. . . . + «-s. billions of m3 9.2 460 oes 
BOGOR oc wc ee eee e millions of tons 35.8 210 1.5 
| ea millions of tons 18.6 194.2 1.4 
Mineral fertilizers 
(in terms of 100- 
percent nutrients). . millions of tons 3.1 35 eee 





““The Council for Mutual Economic Assistance Is 30 Years Old (An Economic Statis- 
tical Survey), KOMMUNIST, No 3, 1979, p 17; "The Mighty Force of Socialism (The 
Development of the Economy of the CEMA Member Countries: 1976-1979), PRAVDA, 

28 April 1980. 

** The production of the CEMA countries against the production of all of Western 
Europe (1978). 


At the same time it should be noted that the development of the national economy 
of the CEMA countries is occurring under complicated domestic and foreign economic 
conditions. Such restrictions of economic growth as the shortage of manpower, 
which has arisen in recent years, the scarcity of some types of raw materials and 
fuel, the decrease of the output-capital ratio, the inadequate utilization of in- 
ternal reserves and others have to be overcome. The increased dependence of the 
national economies of CEMA on the world market should be added to this. This situ- 
ition in recent years was aggravated by unfavorable world economic conditions. 

All this has greatly complicated the development of the economy of the CEMA coun- 
tries. At the 26th CPSU Congress it was noted that recent years were not the 

most favorable for the national economy of a number of socialist countries. And 
still the rate of economic growth of the CEMA members during the decade was two- 
fold greater than that of the developed capitalist countries. The CEMA member 
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states remained the most dynamically developing group of countries of the world. 
This is to a decisive extent the result of equal economic cooperation, which is 
increasing the might of each socialist country. 


The consistent policy of the Communist and Workers’ Parties of the fraternal coun- 
tries of the planned development of socialist economic integration received its 
concrete expression in the Comprehensive Program of the Further Intensification 

and Improvement of Cooperation and the Development of Socialist Economic Integra- 
tion of the CEMA Member Countries. Ome of the distinctive traits of socialist eco- 
nomic integration consists in its open nature. As is noted in the economic litera- 
ture of the fraternal countries, the extension of the ties of the socialist coun- 
tries with the world market is taking place precisely due to this circumstance. §& 

At the same time socialist economic integration makes it possible to withstand 

the adverse influence of the foreign economic conditions of the world economy. 


The strengthening of the positions of the CEMA countries in the world economy in 
many ways depends on the state of the economy and the participation in the inter- 
national socialist division of labor of the Soviet Union, which accounts for more 
than two-thirds of the aggregate economic potential of the socialist community. 
The Soviet Union is steadily increasing its industrial might and is delivering to 
the fraternal countries on an ever increasing scale raw materials and fuel, which 
are so necessary for them? (see Table 3). 


Table 3 


USSR Deliveries to Other CEMA Countries of Some Important Industrial Products 











Years 
1960-1970 1971-1976 1976-1980 
Petroleum (millions of tons). . ...+-+e-e«e-s. 138 293 364 
Natural gas (billions of m?). >aeesvnesee 606 14 33 90 
Electric power (billions of kW) .....«-++e++-s 28 42 67 
Iron ore (millions of tons) ....+.+-+-ee-«ee 72 94 116 





As is evident from the data of the table, the Soviet Union is showing concern about 
meeting the energy and raw material needs of the fraternal countries, maintaining 

a high level of the volume of deliveries of petroleum, gas, electric power, as weli 
as iron ore to these states. The prices for these products remain preferential as 
compared with world prices.!0 In turn the Soviet Union receives from the frater- 
nal countries many types of machinery and equipment, means of transportation and 
consumer goods. In the past 5 years the USSR has received from the CEMA countries 
goods worth 90 billion rubles, while it has made itself deliveries in the amount 

of 98 billion rubles. 


[It is impossible to correctly evaluate the processes of the strengthening of the 
positions of the CEMA member countries in the world economy without the considera- 
tion of those laws and trends, which are taking place in it. As is known, the 
transition from capitalism to socialism on a world scale is the decisive law of 
our era. This transition encompasses an entire historical era, during which the 
intensification of the general crisis of capitalism and the aggravation of all the 
contradictions inherent in it are occurring. 
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Owing to this the nature of the world economy is also changing: alongside the 
world capitalist economy the socialist economy is emerging, growing and becoming 
stronger and stronger, revolutionizing the entire system of world economic rela- 
tions. These two world economic systems are in a complicated and contradictory 


interaction. The balance of forces between them is gradually changing in favor of 
socialism. 


The world economic recession of 1974-1975, the severest and most lengthy one in all 
postwar history, which affected the highly developed state monopoly economy in all 
the main centers and countries of imperialism, left a particular mark on the world 
capitalist economy of the 1970's. As compared with the prerecession maximum, the 
volume of industrial production decreased in the developed capitalist countries as 
a whole by 11 percent, in the countries of Western Europe by 7 percent, in Great 
Britain by 11 percent, in France by 15 percent, in the FRG by 11 percent, in Japan 
by 20 percent and in the United States by 15 percent. Structural crises, which 
affected deeply such important spheres of the world capitalist economy as power 
engineering, the production of raw materials and foodstuffs, took effect with even 
greater force against the background of this sever. upheaval of the capitalist 
economy. Only in 1977-1978 did the capitalist countries exceed the prerecession 
level of industrial production and enter the phase of economic recovery. But all 
these processes of the recovery from the recession and subsequent development 
occurred sluggishly, painfully and unevenly, and in 1980 turned in a number of 
countries into a recessionary situation. Under these conditions the capitalist 
world, which was experiencing enormous difficulties in its economy, was faced with 
the fact of the further intensification of rivalry among its main centers and 
countries. The intensification of the rivalry and competitive struggle as a con- 
sequence of the aggravation of the economic contradictions of capitalism was re- 
sponsible for the next wave of open, and even more so of secret protectionist 
measures on the part of the capitalist states. The trade war is not ceasing, an 
unprecedented increase of foreign trade prices is occurring, the problem of the 
balances of payments and the trade balances of the capitalist countries is becom- 
ing more acute. 


To a certain extent these trends in the world capitalist economy are also affect- 
ing the international econamic relations of the socialist countries. The fact that 
the independence of the socialist countries from the world market is of a relative 
and not an absolute nature, should be taken into account. The economy of the so- 
cialist community today is capable to a considerable extent of neutralizing, moder- 
ating the negative influence which the world capitalist economy has, and the pos- 
sibilities of the CEMA countries to withstand capitalist economic conditions are 
increasing owing to socialist integration. Socialist economic integration, first, 
is conducive to the growth of the economy of the participatory countries and the 
strengthening of their economic potential, second, is increasing the importance of 
the economy of the community as a stabilizing factor in the world economy, third, 
is helping the socialist countries to overcoming domestic and foreign economic dif- 
ficulties and, fourth, is promoting the more extensive involvement of their na- 
tional economic complexes in the international division of labor. 


The 1970's, with which the beginning of the planned implementation of socialist 
integration is connected, were characterized by the activization of the foreign 
economic relations of the CEMA countries. First of all, the extension of mutual 
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national economic relations on the basis of the development of specialization and 
cooperation in the sphere of physical production occurred, which found reflection 
in the increase of the reciprocal commodity turnover.!2 In recent years the for- 
eign economic turnover of the countries of the community has surpassed more and more 
in its dynamics the development of the entire economy, including its main sector-- 
industry. The so-called coefficient of elasticity (the ratio of the average annual 
growth rate of trade to the growth rate of the national income), which during the 
1970's increased substantially, establishes this fact!3 (see Table 4). 


Table 4 
Dynamics of the Ratio of the Inc _ease of Reciprocal Trade and the National 


Income of the CEMA Countries as a Whole 
(in prices of the corresponding years) 








Period (years) Coefficient of elasticity 
1966-1970 1.12 
1971-1975 2.10 
1976-1978 2.25 





If we take a longer period (the past 25 years), the picture will be as follows: 
the aggregate national income of the CEMA countries increased more than 4.5-fold, 
industrial production--6.5-fold, the reciprocal commodity turnover--13-fold. !4 
The improvement of the structure of the foreign trade of the socialist countries 
also had a positive effect on this process. 


At the turning point between the 1970's and 1980's the foreign trade turnover of 
the CEMA countries came to an impressive figure: the total foreign commodity 
turnover in 1979 was 196 billion rubles, the reciprocal commodity turnover was 

lll billion rubles, that is, it had more than tripled in 10 years. /? By means of 
reciprocal deliveries the fraternal countries in 1979 met 67.6 percent of their 
import needs for items of machine building and equipment, nearly 70 percent of the 
needs for iron ore, 93 percent of the needs for coal, 94 percent of the needs for 
coke, 68 percent of the needs for petroleum, 87 percent of the needs for pig iron 
and 60 percent of the needs for rolled ferrous metal products. 16 


At present the per capita foreign trade turnover of the CEMA countries exceeds by 
approximately 10 percent the average world level. The share of the CEMA countries 
in the world commodity turnover is also tending to ancregges. Soviet sources set 
it by the late 1970's within the range of 10-15 percent. At the same time, the 
comparison of the latter with the share of the CEMA countries in the world nation- 
al income (25 percent) and industrial production (33 percent) attests, on the one 
hand, to the significant potential means and unrealized reserves and, on the other, 
to the great lag of the share of the CEMA countries in international trade as com 
pared with the corresponding indicator of the capitalist countries. The complete 
overcoming of this lag, to all appearances, is not a matter of the near future, 
since the growth rate of the foreign trade of the capitalist countries during the 
1960's and 1970's was higher than that of the CEMA countries.18 The rate of 
growth of the foreign commodity turnover of the CEMA countries (given their great 
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dynamicity) is less than the corresponding indicators of the capitalist countries 
for a number of important reasons. Specific difficulties and problems exist first 
of all in the foreign trade of the CEMA countries with developed capitalist coun- 
tries. The policy of the capitalist countries in this respect, as 0. T. Bogomolov 
writes, is characterized by contradictory tendencies: first, by the aspiration to 
subject the socialist countries of a boycott and discriminatory measures for the 
purpose of impeding their development and, second, by the desire to derive one- 
sided advantages from the business relations with them.!9 But the economic rela- 
tions between countries, V. I. Lenin emphasized in his day, are governed by the 
laws of the world economy, which stimulate the capitalist states against their will 
to follow the path of economic relations with the socialist world./° of course, 
the discrimination on the part of the capitalist countries with respect to the 
countries of the socialist community is a serious obstacle to the development of 
trade between them. Especially great barriers have been erected by the U.S. Con- 
gress in trade with the USSR. As is known, the discriminatory measures of the 
capitalist countries with respect to the community of CEMA countries were intensi- 
fied following the economic recession of 1974-1975 and the political events in the 
Middle East of the late 1970's. This was one of the main reasons that the previ- 
ously formed assymetry in East-West busines relations is also being preserved now 
and is adversely affecting world economic processes. (The proportion of the West 
in the foreign trade turnover of the CEMA countries comes to about one-third, while 
the proportion of the latter in the turnover of the capitalist states comes to 
about 3-4 percent.) 


The countries of the socialist community have consistently supported the develop- 
ment of trade relations with the West, regarding this as one of the factors of the 
stabilization of international relations, the broadening and strengthening of the 
material basis of the policy of peaceful coexistence. And this process attests 

by no means to the weakness of our countries, as they attempt at times to depict 
this in the West, but to the increase of their economic potential. The attempts 
of some imperialist circles to use economic relations with the USSR as means of 
political pressure are also based precisely on this utterly false premise. 


The facts attest that the proportion of equipment from the developed capitalist 
countries in the total amount of capital investments of the Soviet Union in 
machinery and equipment amounts to not more than 5-6 percent. At the same time 
the counter exports by the USSR of machinery and equipment to these countries in 
the past 10 years have increased more than 3-fold. The proportion of all the in- 
ports from this group of countries with respect to the gross national product of 
the USSR barely exceeds 1 percent. The technical level of Soviet industry makes 
it possible to produce all types of the most complicated products. At the same 
time, having entered into economic relations with the West, the USSR is striving 
to utilize the advantages of the international division of labor. These rela- 
tions are also yielding significant benefits for the developed capitalist coun- 
tries. Western economists themselves indicate that Soviet orders, given their 
present volume, promote the creation of workplaces at enterprises of the capital- 
ist countries for 2 million people. It is quite natural that the discriminatory 
measures and “sanctions,” which were undertaken by the United States and some of 
its allies against the USSR, did not achieve their goal. Moreover, the imposition 
of the embargo on grain deliveries of the USSR led to the loss by the United 
States of $5 billion and to a decrease of the sown areas. 
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However, in addition to the political and natural difficulties, which have arisen 
in the foreign economic relations of the CEMA countries with the developed capital- 
ist countries, there exist problems, the solution of which depends on the CEMA men- 
ber countries themselves. It is a matter of the imperfection of the structure of 
exports to the capitalist countries with regard to the low competitive ability of 

a number of goods and, as a result, the imbalance of the trade of some CEMA coun- 
tries with the main capitalist countries. 22 


Recent years have introduced much that is new in the organization of foreign eco- 
nomic relations between the socialist countries and the developed capitalist coun- 
tries. By the end of the 1970's the CEMA countries has concluded with western 
firms more than 1,200 agreements on long-term economic cooperation with regular 
trade exchange and the transfer of technical know-how in the field of marketing. 23 
Various forms of relations are envisaged, including agreements on the granting of 
licenses with subsequent payment for them with the produced output, agreements of 
the compensatory type, cooperative relations, the establishment of joint enter- 
prises. For example, the USSR has agreements on the construction of projects on 

a compensatory basis with France, the FRG, Italy, Finland, the United States and 
Japan.24 The total oumber of these production projects has exceeded 50, in con- 
nection with which the USSR has received in recent years from the capitalist coun- 
tries credits in the amount of $10 billion.25 Poland, in particular, has set up 
long-term cooperative relations for the production of machine tools with the FRG 
(Metalleksport-Bebar), as well as with other West German firms in the area of the 
production of diesel motors and tape recorders. Romania is organizing cooperation 
with Western firms along the lines of the joint construction on its territory of 
projects for production purposes. The participation of the Soviet Union in joint 
(combined) associations, through which foreign trade, transportation, trade and 
production, banking and other operations are being carried out, is very extensive. 
In early 1979 there were 60 joint trade companies with the participation of the 
USSR; moreover, there were a nunber of other combined associations, which operated 
in Australia, Austria, Belgium, England, Holland, Italy, Canada, Norway, the United 
States, Finland, France, the FRG, Sweden and Japan. 26 Of course, the possibilities 
for the extension of these organizational forms of foreign economic relations of 
CEMA with the West have far from been exhausted. 


The role of cooperation with CEMA countries for the West is significant with re- 
spect to a number of areas. Thus, in some years of the past decade the exports 
from the USSR met 70 percent of the import needs of Finland for petroleum and 
petroleum products and 60 percent of the needs for lumber; approximately 70 per- 
cent of the needs of Sweden for petroleum and petroleum products and 70 percent of 
the needs for chromium ore; up te 40 percent of the needs cf France for chromium 
ore; 44 percent of the needs of Austria for pig iron; 25 percent of the needs of 
Great Britain for nickel and so on.27 But the fact that it is a question here of 
raw materials and materials, attracts attention. As to exports to the West of 
machinery and equipment, the CEMA countries at present have in this respect modest 
results. (In 1978 the proportion of these products in the experts to developed 
capitalist countries came to 10 percent, 28 while the exports of equipment and 
machinery of the latter to CEMA countries were much greater in both relative and 
especially absolute terms.) In this connection, as 0. T. Bogomolov writes, the 
question of technical and economic independence, which was for the most part solved 
by the socialist countries during the preceding period, in certain aspects retains 
its importance. 29 
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The prospects of the development of economic relations between the countries of the 
two world systems are most extensive. Suffice it to say that according to rough 
estimates an increase of the volume of trade between the socialist and capitalist 
countries in 1990 to $240 billion (in 1974 prices) as against $20 billion in 1970 
is expected, 30 Everything will depend on the political climate and progress in the 
matter of the relaxation of tensions in the relations of the two social systems. 


An enormous reserve in the development of world economic relations lies in the 
establishment of economic relations between CEMA and the EEC. The initiative to 
normalize relations between them came from the coun‘ ries of the socialist communi- 
ty. ‘The question of contact with the EEC was broached in the speech of L. I. 
Brezhnev at the congress of USSR trade unions on 20 June 1972. But the leaders of 
the EEC officially responded only in 1974, when the Council of Ministers of the 

EEC in its response to CEMA Secretary N. Fadeyev expressed consent to talks.3! The 
talks have continued to this day. 32 The Common Market has advanced at them an un- 
equal principle of mutual relations, which is briefly formulated as “EEC--separate 
CEMA countries," which is a threat to the interests of the socialist community. 

The search for a solution to this problem on the part of CEMA is being continued. 


Thus, it is possible to note that the strengthening of the positions of the CEMA 

member countries in the world economy is taking place in several directions: the a 
increase of their own economic potential and the expa sion of mutual relations; 

the establishment and development of economic relations with the socialist coun- 

tries which do not belong to the community; the increase of foreign economic rela- 

tions with developed capitalist countries; the.expansion of relations with the 

developing ccuntries. 


Tie Comprehensive Program of the Further Intensification and Improvement of Coopera- 
tion and the Development of Socialist Economic Integration of the CEMA Member Coun- 
tries stipulates the possibility for countries which are not members of the com- 
munity not only to participate in cooperation, but also to participate fully or 
partially in socialist economic integration. In this connection it should be em- 
phasized that an organizational and legal mechanism, which supports such partici- 
pation, first of all, in the form of agreements at various levels, was established 
long ago within CEMA. 


The long-term multilaterial cooperation between CEMA and the country which is not 
a CEMA member is organized by two means: on the basis of an agreement between CEMA 
and the country which is not a CEMA member on its participation in the work of 
organs (the cooperation of CEMA with Yugosiavia has been carried out in this way 
since 1964) and an agreement on cooperation between CEMA and the country which is 
not a CEMA member, but without participation in the work of CEMA organs (in this 
case a special commission for cooperation with this country is set up). 34 The 
interrelations of CEMA with Finland, Mexico and Iraq are an example of this. More- 
over, a number of countries have selected a form of cooperation with CEMA, enjoying 
the status of an observer (the DPRK, Laos, Angola, Ethiopia and others). They are 
becoming acquainted with the activity of CEMA, participate in the meeting of vari- 
ous organs, develop cooperation with individual CEMA countries and supply each 
other with economic iniormation. 





The fact that 60 international organizations have established contacts with CEMA,35 
that the status of a UN observer and an advisory status of UNIDO (United Nations 
Industrial Development Organization) have been granted to it, attests to the great 
prestige of CEMA. The CEMA countries have great prospects in the development of 
economic relations with the developing countries. The reciprocal deliveries with 
these statesin 1978 had increased as compared with 1952 by 32-fold and at present 
come to about 10 percent of the total volume of the commodity turnover of the CEMA 
member countries.36 The socialist countries are striving to organize economic re- 
lations with the developing countries on a firm basis, and for this are broadening 
the spheres of cooperation, are diversifying the commodity turnover, are lending 
it a long-term nature and are increasing the effectiveness of economic relations. 


Another means of strengthening the positions of the CEMA member countries in the 
world economy consists in the struggle for the reorganization of international 
economic relations on just, democratic principles. 
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TRADE WITH LDC'S 


CEMA MEMBERS" TRADE WITH DEVELOPING COUNTRIES 
Trade, Aid 
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pp 48-53 


/Article by Nikolay Bogatyy, chief of a department of the CEMA Secretariat: "The 
Economic Cooperation of the CEMA Member Countries With Developing Countries"/ 


/Text/ In the communique on the 30th meeting of the CEMA Session it was noted that 
"in conformity with their socialist principles the CEMA member countries fully sup- 
port the legitimate aspiration of the developing countries to achieve and strength- 
en their political and economic independence and will with full resolve promote 

the achievement of the goals reflected in the Declaration on the Establishment of 

a New International Economic Order and in the Program of Actions, as well as in 
other UN decisions on this question." 


The policy of expanding and deeping the economic relations with the developing 
States also found confirmation at the 35th meeting of the CEMA Session, which was 
held in July 1981 in Sofia. 


In striving for the fulfillment of the decisions adopted by the United Nations on 
this question, the CEMA member countries at the Fifth UNCTAD Session expressed the 
willingness to develop trade and economic cooperation with these countries in con- 
formity with the principles of nondiscrimination, equality and reciprocity. They 
indicated the need to focus attention on the areas which are conducive to the 
strengthening of the economic independence of these countries and their position 
in the world economy. 


In the report of the UNCTAD Secretariat at the session it was emphasized that the 
developing countries and the CEMA member countries are attaching enormous impor- 

tance to the further development of interrelations and believe that they consti- 

tute one of the important components of the new international economic order. 


As is known, the CEMA member countries obtained an opportunity to conduct trade 
and to carry out economic cooperation with the developing countries in practice 
after the collapse of the colonial system. During this historically short period 
the rate of development of mutually advantageous relations between them has been 
most rapid. Thus, the commodity turnover of the CEMA member countries with the 
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developing states from 1950 to 1980 increased more than 32-fold. Whereas in 1962 
they gave economic and technical assistance to 34 developing states, at the begin- 
ning of 1981 they were giving it to 92. The total amount of assistance during this 
period increased more than 10-fold. 


As of 1 January 1981 4,918 industrial and other projects had been built, were being 
built and were to be built with the economic and technical participation of the 
CEMA member countries, including 2,752 in the countries of Asia, 1,964 in the coun- 
tries of Africa and 202 in the countries of Latin America. About 3,300 projects 
have already been put into operation and turned over to the complete cwiership of 
the developing states. Among them, 1,647 projects are located in the countries of 
Asia, i,507 in the countries of Africa and 140 in the countries of Latin America. 


The production capacities of the projects turned over and being built are: for the 
smelting of steel--more than 30 million tons a year, the recovery of petroleum-- 

6/ million tons a year, the refining of petroleum products--more than 50 million 
tons a year, the generation of electric power--23 million kW. Owing to the combin- 
ing of the efforts of the CEMA member countries and the developing states in the 
building of new gas fieids and main pipelines more than 30 billion m3 of gas a year 
can be used for domestic consumption and for export. Tens of machine building and 
metalworking enterprises have also been put into operation and are planned to be 
built. 


The imperialist monopolies, not wishing to be deprived of sales markets and sources 
of superprofits, are attempting to prevent the development in the former colonies 
of their own industry. By contrast with this, the socialist states are giving as- 
sistance to the freed peoples first of all in the formation of industry, which ac- 
counts for more than 70 percent of the capital being allocated. 


The enterprises built and being built with the assistance of the CEMA member coun- 
tries fall to the key sectors. They are promoting the diversification of the econ- 
omy, the creation of a state sector, the development of national industry, the im- 
provement of the economy and culture of the developing states. 


In the developing countries 96 projects of ferrous and nonferrous metallurgy have 
been built, are being built and are planned to be built wit the assistance of the 
CEMA member countries, first of all the Soviet Union. In Asia these are metallur- 
gical complexes in India, Iran, Turkey and Pakistan, in Africa--a bauxite mining 
complex in Kindia (Guinea), the largest metallurgical plant in Nigeria with a capac- 
ity of 1.3 million tons of steel a year and others. 


One of the prerequisites of the economic growth of the developing countries is the 
creation of an energy base. On 1 January 1981 1,696 different energy projects haa 
been built, were being built and were to be built with the assistance of the CEMA 
member countries. Of them 1,131 are in Asia, 502 are in Africa and 63 are in Latin 
America. Of this number 939 projects have already been built and turned over to 
the ownership of the developing countries. 


Other important sectors of the national economy account for about 30 percent of 
the economic and technical assistance of the CEMA member countries. As of 
i January 1981 663 projects had been and were being built in the food industry, 
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344 in agriculture, 335 in transportation and communications, 239 in light industry, 
229 in geology, 193 in machine building and metalworking, 172 in the production of 
construction materials, 161 in the chemical industry, 103 in the oil drilling and 
petroleum refining industry and 641 in public health and the mass cultural sector. 


Let us briefly dwell on the involvement of the individual CEMA member countries in 
assistance to the developing states. 


With the economic and technical assistance of Bulgaria, for example, more than 

50 enterprises, including tractor and chemical plants and enterprises of light in- 
dustry, have been put into operation. Airports in Baghdad and Tripoli and the 
most important facilities of the infrastructure (railroads and roads, highways) in 
Syria have been put into operation. Today more than 10,000 Bulgarian specialists 
are working in the developing countries. 


Hungary is developing trade and economic cooperation with 86 countries, including 
37 in Africa, 23 in Asia and 26 in Latin America. 


In the past 10 years the GDR has provided economic and technical assistance in the 
construction of more than 650 projects. Much attention has been devoted to the 
transfer of advanced technology and the training of national personnel. 


The Republic of Cuba is giving much international assistance to the developing 
countries. This assistance with allowance made for the specific nature of Cuba is 
is being carried out mainly by the sending of specialists for the provision of as- 
sistance in the area of construction, public health, education, as well as the ac- 
ceptance of citizens from the developing countries for training at the secondary and 
higher educational institutions of Cuba. The Republic of Cuba is devoting particular 
attention to the development of economic cooperation with countries of a socialist 
orientation (Angola, Mozambique, the People's Democratic Republic of Yemen, Social- 
ist Ethiopia and others). 


Poland, in expanding trade with the developing countries, is increasing in its ex- 
ports the proportion of complete sets of equipment. Today equipment has been sup- 
plied for more than 200 industrial projects, including sugar refineries, chemical 
and textile enterprises, electric power stations and others. A number of projects 
are being built on a compensatory basis. 


Romania, while maintaining economic relations with more than 100 developing coun- 
tries, is taking part in the construction of 80 projects. A peculiarity of the co- 
operation of Romania with these countries is the extensive development of coopera- 
tive relations, including production cooperation in the area of the mining indus- 
try, machine building, light, the timber and the chemical industries. At present 
more than 15,000 Romanian specialists are working in the developing countries. 


The main direction of the trade and economic relations of the USSR with the devel- 
oping countries is economic and technical cooperation in the construction of in- 
dustrial and other national economic projects. It has as a goal first of all the 
creation in these countries of a state sector and national industry. Therefore, 
machines and equipment, including complete sets, make up more than 50 percent of 
the Soviet exports to these countries. 
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foday the Soviet Union has agreements on economic and technical cooperation with 
more than 60 developing countries. The construction of 1,150 different projects, 
of which 640 have already been put into operation, is called for by these agree- 
ments. Afghanistan, Algeria, India and other countries of Asia account for the 
largest number of projects. 


The capacities of those built and put into operation with the participation of the 
USSR are: for the generation of electric power--7.37 million kW, the production of 
pig iron--10.8 million tons, steel--9.7 million tons, rolled products--7.5 million 
tons, the mining of coal--4.8 million tons, petroleum refining--11.6 million tons, 
the production of cement--700,060 tons, large-panel housing construction-- 

450,000 m2 of living space. In all 1,709 km of railroads and several grain eleva- 
tors with a capacity of 788,000 tons have been built. Some 156,400 hectares of 
fallow and arid land have been developed. 


Tens of thousands of Soviet specialists are working dedicatedly on preferential 
terms at the construction sites, in industry and agriculture, at hospitals and edu- 
cational institutions of the developing countries. 


Using its developed industry and considerable scientific and technical potential, 
the CSSR is steadily expanding economic cooperation with the countries which have 
liberated themselves from colonial dependence. It is supplying complete sets of 
equipment for machine building and metallurgical enterprises, electric power sta- 
tions, petroleum refineries, sugar refineries, cement plants, textile and leather 
factories and so on. At present the CSSR has trade and economic relations with 
more than 100 countries of Asia, Africa and Latin America. 


In India, for example, plants for the production cf high-pressure boilers and tires 
were built with the assistance of the CSSR. Cooperation is being actively developed 
with Bangladesh, Syria and Afghanistan. In the past 10 years Czechoslovak exports 
to Afghanistan have increased more than 12-fold. Considerable assistance is also 
being given to African countries of socialist orientation--Angola, Mozambique and 
Socialist Ethiopia. 


The CEMA member countries are transferring to the developing states advanced tech- 
nology and technical specifications. This has enabled a number of them to set up 
the production of powerful steam turbines, excavators, highly productive tractors 
and other agricultural machinery, to assimilate modern methods of the production 
of fabrics, the transmission of electric power over large distances and the con- 
tinuous teeming of steel and to introduce other technical achievements. 


In payment for the rendered assistance the CEMA member countries receive goods for 
which they are experiencing a need. Among them are ores of nonferrous metals, 
petroleum and gas, citrus fruits, tea, coffee, bananas, consumer goods, products of 
ferrous and nonferrous metallurgy, items ot machine building and others. 


In seeking the extension of trade and economic relations with the developing coun- 
tries, the CEMA member countries are directing their attention to such promising 
forms of cooperation as specialization and cooperation in the production and de- 
liveries of various types of industrial equipment, the joint performance of con- 
struction and installation work and others. Today more than 190 projects are 
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being built on the basis of cooperation. Here the CEMA member countries are rely- 
ing on the division of labor, which has formed among them. Thus, a foreign trade 
enterprise of the GDR acted as the general supplier in the construction of a plant 
tor the production of reinforcement in the city of Medea (Algeria). Hungary, Po- 
land, the USSR and the CSSR participated in the exporting of individual machines 
and equipment. A foreign trade association of the USSR is the general supplier in 
the expansion of the metallurgical plant inthe city of Isfahan (Iran). An enter- 
prise of the CSSR is carrying out the designing work and delivery of the equipment 
for a 500 medium-section mill, while an enterprise of the GDR is doing so for a 

300 light-section mill. 


The building of projects on a compensatory basis should also be grouped with the new 
forms of cooperation. In this case a portion of the products produced by the enter- 
prises built with the assistance of CEMA member countries is allocated for the meet- 
ing of the demand of the domestic market of the developing countries or for export, 
the other part is allocated for payment for the deliveries of machines and equip- 
ment. More and more projects are being built under the conditions of a general 
contract or "turnkey," which is increasing the effectiveness of cooperation. 


The economic, scientific and tech __.1 cooperation between the CEMA member coun- 

tries and the developing states is carried out, as a rule, on the basis of inter- 
governmental agreements, wi.tch specify the spheres of cooperation and the proce- 

dure of financing the projects being built. 


The credits granted to the developing countries on preferential terms are for the 
most part repaid by deliveries of yoods of traditional export. The prices for 
these goods are established on the basis of the existing world prices. 


The deliveries of items of national industry to the CEMA member countries to the 
account of the repayment of credits are of particular importance. This, first, 
stimulates its development, second, frees the developing countries from the search 
for assets in foreign currency and, third, promotes the development of trade. 


In striving to expand and deepen their economic and technical relations with the 
developing states, the CEMA member countries are taking step so that these rela- 
tions would be of a stable and long-term nature. 


Today long-term agreements on economic cooperation have been concluded with a num- 
ber of developing countries. They give these countries an opportunity to coordi- 
nate domestic and foreign sources of financing and to introduce planning principles 
in the management of the national economy. 


The increase of the economic might of the countries of the socialist community, 
their peaceable foreign policy and progressive principles of cooperation are a 
magnetic force for the developing states and are conducive to the establishment 

of @utually advantageous relations with the CEMA member countries on a bilateral 
basis and with the Council for Mutual Economic Assistance on a multilateral basis. 


Agreements on cooperation of CEMA with the Republic of Iraq and the United Mexican 
States were signed in 1975. They are aimed at the development of multilateral 
economic, scientific and technical relations on questions of mutual interest. The 
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iwreements provide for extensive cooperation in the fields of production, science 
awl technology. 


The Joint Commission of CEMA and Iraq and the Combined Commission of CEMA and Mexi- 
co were set up for the systematic study of the possibilities of the development of 
multilateral cooperation and the organization of work on the carrying out of such 
cooperation. The implementation of their recommendations is being accomplished by 
the conclusion by the interested CEMA member countries, on the one hand, and Iraq 
and Mexico, on the other, of the corresponding multilateral and bilateral agree- 
ments and treaties. The agreements supplement the bilateral relations and help to 
expand multilaterally the economic relations between the participant countries. 


The 32d meeting of the CEMA Session expressed a favorable attitude toward the in- 
terest of the Lao People's Democratic Republic, the People’s Republic of Angola and 
Socialist Ethiopia in developing multilateral and bilateral scientific and techni- 
cal relations with the CEM‘ member countries. The 33d meeting of the Session com 
plied with the request of the government of the People's Democratic Republic of 
Yemen on participation in the work of CEMA organs as an observer, while the 34th 
meeting of the Session complied with a similar request of the Democratic Republic 
of Afghanistan. 


Other developing states are also addressing to CEMA proposals on cooperation. 


Assistance in the training of national personnel holds an important place in the 
system of foreign economic relations of the CEMA member countries. Experience 
shows that the training of skilled workers of mass occupations and intermediate 
technical personnel during the construction and operation of the projects of co- 
operation, the training of engineering and technical personnel and skilled workers 
at higher and secondary specialized educational institutions, as weil as at cen- 
ters of vocational and technical education, which have been set up in the develop- 
ing countries with the technical assistance of the CEMA member countries, the tech- 
nical and production training and probationary work of specialists and workers at 
enterprises of the CEMA member countries and the training of citizens from the de- 
veloping countries at higher and secondary specialized educational institutions, 
as well as at vocational and technical schools of the CEMA member countries are 
the most effective. 


More than 51,000 students, graduate students and probationers from more than 

100 developing countries are studying at higher and secondary specialized educa- 
tional institutions of the CEMA member countries. Their number is increasing with 
each vear. In the past 10 years more than 47,000 specialicts who are citizens of 
developing countries have graduated from higher and secondary specialized educa- 
tional institutions of the CEMA member countries. 


Annually 4,500-5,000 citizens from more than 70 countries of Asia, Africa and 
Latin America undergo technical and production training in the CEMA member coun- 
tries. 


In these countries 56 higher and secondary specialized educational institutions, 
158 training centers and vocational and technical schools have been built with the 
economic and technical assistance of the CEMA member countries. About 350,000 
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specialists who are citizens of these countries have been trained at them. More 
than 70 different educational institutions are being built or are to be built. 


The training and improvement of the skills of workers and intermediate technical 
personnel during construction, the installation of equipment and the operation of 
projects, which are being built in the developing countries with the technical as- 
sistance of the CEMA member countries, are promoting the formatior the young na- 
tional states of a skilled regular labor force. During the period of cooperation 
about 570,000 skilled workers and intermediate technical personnel have been 
trained by this method of instruction. 


A qualitatively new form of cooperation in the training of national staffs of spe- 
cialists on a multilateral basis is the CEMA Stipend Fund, which was established 

by a decision of the 27th meeting of the CEMA Session. It began to operate during 
the 1974/75 academic year and in conformity with the decree approved at the Session 
initially covered only the system of higher education. Starting with the 1976/77 
academic year its force began also to be extended to postgraduate training and to 
secondary specialized education. In this connection the number of recipients of 
CEMA stipends increased considerably. 


During the period of the operation of the CEMA Stipend Fund about 3,500 people from 
50 countries of Asia, Africa and Latin America have been admitted to educational 
institutions of the CEMA member countries. The first graduation of 227 recipients 
of CEMA stipends, who graduated from higher educational institutions of the CEMA 
member countries, was held in 1980. 


At present the world is living through a difficult period, when there are attempts 
of the imperialist powers to revive the Cold War, to discredit the economic system 

of socialism, to step up the arms race and to face mankind with the direct threat 

of a thermonuclear catastrophe. 


Under these conditions the joint efforts of the CEMA member countries and the de- 
veloping states in the struggle for disarmament and just principles in interna- 
tional economic relations are an important factor of the preservation and strength- 
ening of peace. 


COPYRIGHT: Sovet Ekonomicheskoy Vzaimopomoshchi Sekretariat Moskva, 1982 
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/Article by Candidate of Economic Sciences Anatoliy Ol'shanyy, research associate 
of the International Institute of Economic Problems of the World Sociaiist System: 
"Cooperation of the CEMA Member Countries With the Developing Countries" / 


/Text/ The assistance of the CEMA member countries in the solution of the socio- 
economic problems of the developing states is being carried out through foreign 
trade, economic and technical assistance, scientific cooperation, assistance in the 
training of national personnel and other forms of relations between these groups 

of countries. 
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in 1980 the commodity turnover of the CEMA member countries with developing coun- 
tries came to 26.0 billion rubles as against 1.7 billion rubles in 1960 (Table 1). 
During this period the average annual rate of increase of the commodity turnover 
between these groups of countries was 14.6 percent, which is one of the most dy- 
namic indicators in world trade. 
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Volume of Foreign Trade of CEMA Member Countries With Developing Countries 
(in current prices, billions of rubles) 


1960 1970 1975 1980 








BUBMOUGEs cc tcc eeseeeene eee seeen eee oe het 5.0 11.7 26.0 
as a ae a ee a oe ee ee ee ee a ee ee ee ee 3.0 6.4 14.2 
a a ae a a ae ae a ee ae 2.0 _ 11.8 





During 1960-1980 the commodity turnover between all the CEMA memb=r countries and 
the developing countries of Asia, Africa and Latin America increased 15-fold. At 
the same time the proportion of the developing states in the total volume of for- 
eign trade of the CEMA member countries increased from 6.9 to 11.6 percent. The 

corresponding data by individual CEMA member countries are cited in Table 2. 


Table 2 
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Volume of Commodity Turnover With Developing Countries and Its Proportion 
in the Foreign Trade of CEMA Member Countries in 1960 and 1980 





Volume of foreign trade 














with developing countries 1980 Proportion of developing 
CEMA member ' as against countries in total foreign 
countries mm pease + SorrenpeRssng 1960 trade volume, percent 

years, millions of rubles 

1960 1980 1960 1980 

Bulgaria. .. 31 1186 38-fold 2.9 8.8 
Hungary... 90 2128 24-fold 5.5 10.3 
GOR. 2 2c co 163 1716 1l-fold 4.1 6.7 
Republic of 
Rs 2 6 es 99 1961 2-fold2 9.2 3.0} 
Poland. ... 181 2374 13-fold 7.1 9.5 
Romania... 58 4522 78-fold 4.7 26.5 
USER. « 2 « « 785 11962 15-fold 7.8 12.7 
COOR. « oo ec 352 1434 4-fold 10.4 7.1 
l. 1979. 


2. 1979 as compared with 1960. 


The CEMA member countries are the suppliers on the market of their partners in 
Asia, Africa and Latin America first of all of machinery, equipment and other goods 
for production purposes (chemical products, fertilizers, construction materials 

and so on). 
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Machinery, equipment and means of transportation alone in the 1970's accounted for 
“ore than one-third of the total value of exports. Mcreover, in 1980 the deliv 
eriles of machinery, equipment and means of transportation as compared with 1960 in- 
creased nearly 13-fold and exceeded 4 billion rubles, including USSR deliveries of 
1.4 billion rubles. 


The export of equipment of complete enterprises in accordance with the programs of 
economic and technical assistance has been expanded from year to year. In 1979 the 
deliveries of this equipment were expanded as compared with 1960 by approximately 
14-fold and came to 1.5 billion rubles (including the deliveries from the USSR, 
which came to 800 million rubles). The deliveries of machine tools, electrical 
equipment, transportation and agricultural machinery, motor vehicles and means of 
air transport from the CEMA member countries are also of great importance for the 
economic development of many developing states. 


The countries of the socialist community are also exporting to the developing coun- 
tries industrial consumer goods and foodstuffs, the volume of the deliveries of 
which is increasing from year to year. At the same time, with the expansion of the 
production of light and the food industries in the developing states the proportion 
of consumer goods in the exports of the CEMA member countries to these countries is 
decreasing. 


In the imports of the CEMA member countries from the developing states raw mate- 
rial items cake up the main share (about one-half of all imports). Goods of the 
tropic and subtropic zones: citrus fruits, coffee, cocoa, bananas, natural rubber, 
hides, staple cotton and others, make up a significant portion of this group. Al- 
though the proportion of these goods in the total imports of the CEMA member coun- 
tries from the developing states in recent years has been declining slightly, never- 
theless the volume of deliveries of this group of goods had increased by the late 
1970's as compared with 1960 by more than sixfold. Substantial changes are occur- 
ring in the structure of imports as a result of the expansion of the purchases by 
the CEMA member countries in the developing countries of fuel, mineral raw mate- 
rials and metals. By the late 1970's these goods accounted for two-fifths of the 
value of the imports of the countries of the socialist community from the develop- 
ing countries. This factor was and is of great importance for a large group of de- 
veloping countries (especially during periods of recessionary upheavals on the 
capitalist market), which have acquired new stable sales markets for their goods. 


The CEMA member countries are attaching priority importance to the enlargement from 
year to year of the purchases of finished items and semimanufactures from the de- 
veloping countries, which promotes the development of their national economy. 


At the present stage the economic and technical assistance to the developing coun- 
tries is one of the most important and dynamic directions of the foreign economic 
ictivity of the countries of the socialist community. 


[The development of this form of cooperation is dictated by « large number of fac- 
tors, among which a special role belongs to the increase of the production, scien- 
tific and technical potential of the CEMA member countries, their export poten- 
tials and import needs and the goal orientation of this cooperation. 











Cooperation with the CEMA member countries serves the goals of the economic prog- 
ress of the developing states and the strengthening of their political and economic 
independence and is assuming a greater and greater scale. During the past decade 
alone the total amount of obligations of the CEMA member countries on providing 
economic and technical assistance to the developing countries has increased nearly 
threefold. 


The data, in which some results of the provision of assistance by the countries of 
the socialist community to developing states are summarized, are cited below 
(Table 3). 


Capacities of Enterprises Built, Being Built and To Be Built in Developing 
Countries With Assistance of CEMA Member Countries (From Beginning 
of Cooperation to 1980) 





Stipulated Including 





Unit of measurement by agree- put into 
ments operation 

Electric power stations (in- 
Stalled capacity). .... . . +. millions of kW 23 li 
Steel. . . 2. « «© « «© «© « « « + « Millions of tons 30 9 
Iron ore . . « « « «© « « « « « « millions of tons 14 ll 
Cog@l «ec cee eee e ee 0 oo Rees Gs tenes 22 3 
Petroleum (recovery) ... . . . millions of tons 67 63 
Petroleum products .... . .. millions of tons 50 30 
Bauxites . ... +++ +« « « « « millions of tons 2.5 2.5 
Alumina. . ... +. «+ «+ « « « millions of tons 300 300 
Mineral fertilizers. ... . . . millions of tons 200 200 
Cement . . «+ « « « « « « « « « Millions of tons 7 5 
Elevators (capacity) ... . . . millions of tons 1.5 1.0 


millions cf m2 of 


Large-panel house building... living space 3.5 0.5 
Irrigation and development of 

land... «+++ + + «+ «+ « « « thousands of hectares 3 eee 
Length of railroads. .... . . thousands of km 3 2 
Length of highways ..... . . thousands of km 2.7 1.8 





The economic and technical assistance of the CEMA member countries to the develop- 
ing states at present is characterized by a number of features: it is conducive 

to the development of the state sector on a planned basis, is based mainly on long- 
term intergovernmental agreements, has a production orientation and promotes the 
creation of national economic complexes. 


As of 1980 the CEMA member countries had signed long-term intergovernmental agree- 
ments, which cover various forms of cooperation, including trade, economic and 
technical assistance and so on, for a period of 5-15 years and more with 80 devel- 
oping states of Asia, Africa and Latin America. These agreements enable the part- 
ners to plan in conjunction the directions of trade, economic, scientific and 
technical relations. 








frade and economic relations of Hungary, the GDR, Poland, Romania, the USSR and the 
CSSR with India, as well as of Bulgaria with Argentina, Iran, Nicaragua and Panama; 
Hungary with Nigeria; the GDR with Algeria, Libya, Nigeria, Nicaragua and the 
Philippines; Romania with Algeria, Angola, Bangladesh, Brazil, Egypt, Jordan, Co- 
lombia, Libya, Mexico, Mozambique and Pakistan; the USSR with Algeria, Argentina, 
Afghanistan, Iran, Libya, Morocco, Peru, Syria and Turkey; Czechoslovakia with the 
People’s Democratic Republic of Yemen, Nigeria, Panama and so on, are being imple- 
mented on the basis of long-term intergovernmental agreements. 


\ feature of the cooperation of the CEMA member countries with the developing 
States is its production orientation. The breakdown of the total amount of econom- 
ic and technical assistance of the countries of the socialist community to the de- 
veloping states by sectors is characterized by the following data (as of the be- 
ginning of 1980): industry and power engineering--79.4 percent, agriculture--5 per- 
cent, transportation and communications--5.4 percent, geological prospecting-- 


4.9 percent, education, culture, public health, municipal services and others-- 
5.3 percent. 


The CEMA member countries are giving considerable assistance to the developing 
States in solving the problem of the training of national personnel. 


During the years of cooperation more than 1 million citizens of the developing 
countries obtained a specialty or improved their skills with the assistance of 
the CEMA member countries with the use of all fcerms of training (Table 4). 


Assistance of CEMA Member Countries in the Training of National Personnel 
of Developing Countries (From Beginning of Cooperation to 1980) 





Millions 
of people 





forms of training. ..+«+s+«e«-eersesececere eee sess eeeee ¢ 1.0 
Including: 

during construction and operation of projects of cooperation in 

developing countries ...+..e«-e«-e-e-seee ce eee es es ses es oe © © © © .6 
at higher, secondary educational institutions, centers of vocational 

and technical training, which were set up with the technical assist- 

ince of CEMA member countries in developing countries. .....+e«-+s -« 0.3 
it higher, secondary specialized educational institutions, vocational 

and technical schools, as well as enterprises, conscruction projects 

ind institutions of CEMA member countries! .......4+56 +e eee 0.1 
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Including stipend receivers from approximately 50 developing countries, who 
are studying at the expense of the CEMA Stipend Fund. 


he cooperation of the CEMA member countries and the Council for Mutual Economic 
istance with developing states on 4 multilateral basis is expanding. From the 
‘lusion of the multilateral agreements (1975) between CEMA, on the one hand, 
l[raq and Mexico, on the other, to 1980 the volume of the commodity turnover 
setween CEMA member countries and these states increased respectively 2.4-fold and 
inproximately 5-fold. 
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The development of the economies of the CEMA member countries and their achieve- 
ments in the implementation of integration measures will promote the further ex- 


pansion of their economic cooperation with developing states on both a bilateral 
and a multilatcral basis. 
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/Article by Peter Marx, CEMA Secretariat: "Cooperation of the CEMA Member Coun- 
tries With the People's Republic of Mozambique"/ 


/Text/ The People's Republic of Mozambique is located on the eastern coast of 
southern Africa. The country occupies a territory of 783,000 km2. In August 1980 
it had 12.13 million inhabitants. 


Mozambique is an economically underdeveloped agrarian country. Agriculture is the 
predominant sector of the national economy, more than 80 percent of the population 
is employed in it, while the total area of farmland is at present less than 

10 percent of the total territory. 


Industry is poorly developed. Hard coal and pegmatitic ores are mined. The terri- 
torial distribution of the processing industry is uneven; the majority of enter- 
prises are concentrated in the port cities of Maputo and Beira. The fooi and 

light sectors predominate in the sectorial structure of the processing industry. 
There are enterprises for the production of petroleum products, fertilizers, ce- 
ment, electrical items and means of transportation. 


[The state of the geological study and the determination of the reserves of the 
mineral raw material resources of Mozambique are at a low level. The country has 
considerable potentia? energy resources, which so far have not yet been complete- 
ly studied. 


The service sector plays an important role in the economy of the country. Trans- 
portation service, port freight handling operations, trade, tourism and so on ac- 
count for nearly half of the gross national product. 


The foreign trade of the People's Republic of Mozambique is characterized by the 
following data (in millions of dollars): 





1974 1976 1978 
Reporte. «© scsececeeveveveveeeeveevseen 200 147 205 
Ieperts. « ws sc ee eveeoewneeanen ee ee ees 323 396 635 
$04 | Se a ee ee ee ee ee ee ee ee ee ee ee er ee 123 249 430 


[The trade, economic, scientific and technical cooperation of the CEMA member 
‘ountries with Mozambique in contrast to many other developing countries does not 











have long-standing traditions. It became possible only after the declaration of 
the state independence of the People's Republic of Mozambique. 


Prior to 1975 the country was a Portuguese colony and a part of the so-called 
white block in the southern part of the African continent. Therefore, the states 
of the socialist community were not afforded an opportunity to maintain contacts 
with the colonial authorities, official institutions and commercial partners in 
Mozambique. Foilowing the overthrow of the fascist regime in Portugal in 

April 1974 the national liberation struggle headed by the Mozambique Liberation 
Front--FRELIMO--entered the final stage. In conformity with an agreement reached 
with the Portuguese Government, the independence of the People's Republic of 
Mozambique was declared on 25 June 1975. 


The Government of the People's Republic of Mozambique and the ruling party FRELIMO 
from the very start of independent development, guided by Marxist-Leninist theory, 
have attached paramount importance to the radical transformation of socioeconomic 
relations in the country. An extensive program of measures, which are aimed at 
the overcoming of the consequences of many centuries of colonial domination and at 
the restoration and development of agriculture and industry, transportation and 
communications, public education and health care, as well as other spheres of 
public life, is being implemented. 


FRELIMO is setting as a goal to create in the country by the end of the 1980's the 
social and economic prerequisites for the total and complete elimination of hunger 
and poverty, illiteracy and endemic diseases. A long-range indicative plan for the 
current decade, which is the basis for the drafting of annual plans, was drafted 
for the accomplishment of this task. Here the Government of the People's Republic 
of Mozambique not only is proceeding from the specific economic, political and so- 
cial conditions in the country, the historical and geographic features of its de- 
velopment, but is also taking into account the difficulties facing tne country, 
which were caused, in particular, by the following factors: 


Portugal, in pursuing a colonial policy, enlisted in skilled work specialists and 
workers from Portugal, while the brvuad masses of the local population were used 
in difficult physical jobs. Therefore, following the departure from the People's 
Republic of Mozambique in 1975 of the white population of about 200,000, mainly 
specialists, an acute shortage of skilled personnel arose in all areas of the na- 
tional economv, the operation of the majority of enterprises was halted; 


many enterprises, the equipment of which was almost completely worn out during 

colonial times, depended on imports of machinery and equipment, assemblies, parts 

and spare parts, as well as raw materials and semimanufactures from the Republic 

»f South Africa and other capitalist countries, which entailed the standstill or 

considerable underloading of these enterprises. Moreover, a large number of enter- 

prises were abandoned by their former owners. Sabotage on the part of opponents 
popular power also played a significant role; 


the decrease of production, exports and currency receipts of the People’s Republic 
of Mozambique in turn adversely affected the supply of the economy with domestic 
ind imported goods, increased unemployment and led to the worsening of the supply 
of the population with foodstuffs; 





during the military attacks of Rhodesia direct material harm in the amount of 

250 million was done to the border regions of Mozambique. In recent years the 
South African racists have participated in aggressive operations and are organiz- 
ing subversive activity against Mozambique for the purpose of destabilizing the 
situation ir the People's Republic of Mozambique. 


In the process of overcoming the colonial legacy and diverse difficulties the CEMA 
member countries are giving assistance to Mozambique. In the past 6-7 years they 
have actively developed trade, economic, scientific and technical cooperation wiih 
the People's Republic of Mozambique. 


Some CEMA member countries have set up with Mozambique combined intergovernmental 
commissions, the activity of which is promoting an increase of the level of rela- 
tions and the extensive development of cooperation. 


Agreements on scientific and technical cooperation have been signed, in conformity 
with which a large number of specialists of the CEMA member countries in the 

eld of agriculture, the mining and processing industries, as well as educators 
and physicians have been sent to Mozambique to give the young independent state 
assistance in the restoration of production, the organization of the educational 
System and the setting up of medical service for the population. These agreements 
also regulate the questions connected with the training of nationa? personnel of 
the People's Republic of Mozambique at educational institutions and enterprises of 
the CEMA member countries. 


Centers of vocational and technical education, at which with the participation of 
specialists of the CEMA member countries the training of personnel for various sec- 
tors of the national economy and the training of specialists for the service of 
agricultural equipment, industrial plants, means of transportation and communica- 
tions, as well as other equipment, which is being delivered from the CEMA member 
countries to Mozambique, are already being conducted and will be conducted, have 
een and are being built on the basis of other agreements in a number of cities of 


the People's Republic of Mozambique with the technical assistance of the fraternal 
socialist countries. 


The CEMA member countries are also giving the People’s Republic of Mozambique 


technical assistance in the development of many sectors of the national economy, 
particularly agriculture, the extractive industry, machine building, transporta- 
tion and communications, fishing, the textile and other sectors of light industry, 
the production of cement and construction materials, urban and housing construc- 
tion. They are participating in the performance of geolosical prospecting on the 


territory of the country, in electrification and in the development of heavy in- 
dustry of the People's Republic of Mozambique. 


It is sufficient to cite just a few examples for a characterization of the amounts 
and diversity of the spheres of cooperation. 


Bulwarian organizations are taking part in cooperation with the People's Republic 
of Mozambique in accordance with the program of the development of the valley of 
the Limpopo River and in the implementation of the Master Plan of the Utilization 


of the Water Resources of Mozambique. A program of cooperation in the development 











of the Angonia Plateau has been signed. This program is of a comprehensive nature. 
Bulgaria is giving assistance to the People's Republic of Mozambique in the increase 
of the production and processing of vegetables, rice, fruits, tobacco, sugar, as 
well as products of animal husbandry. 


The GDR is giving Mozambique technical assistance in the mining and processing of 
hard coal and other minerals, in the restoration and development of the cement in- 
dustry, in the construction of a plant for the assembly of trucks like the 
IFA-V50, a number of electrical equipment enterprises, a large textile combine, as 
well as other enterprises. Organizations of the GDR are laying a high-voltage 
electric power transmission line. A large number of GDR specialists are working 
in agriculture of the People’s Republic of Mozambique. 


The USSR has sent to Mozambique specialists and equipment for the performance of 
geological prospecting and cartographic work. It is giving assistance to the 
People's Republic of Mozambique in the comprehensive agricultural development of 
the Limpopo River valley, in the creation of state farms and agro-industrial com- 
plexes in the valleys of the Limpopo and Incomati rivers, in the construction of 
a plant for the production of agricultural equipment, as well as other industrial 
enterprises. 


These examples attest that the cooperation between the CEMA member countries and 
Mozambique has entered a qualitatively new stage of development. An entire system 
of treaties, agreements and long-range programs of cooperation, which are a reli- 
able basis for the stable development of economic relations, has been established. 
They are revealing the extensive possibilities of cooperation for the more distant 
future. The results achieved on this basis in the development of cooperation be- 
twee several CEMA member countries and the People's Republic of Mozambique have 
already found reflection in the increase of the reciprocal trade turnover. 


Speaking at the 35th meeting of the CEMA Session, the head of the delegation of 
the People's Republic of Mozambique, Secretary for Economic Policy of the FRELIMO 
Central Committee Comrade Marcelino dus Santus expressed a high opinion of the as- 
sistance being given to Mozambique by the CEMA member countries, as well as the 
gains made in the area of cooperation. On the part of the People's Republic of 
Mozambique it was repeatedly emphasized that the process of socioeconomic trans- 
formation in the People's Republic of Mozambique requires the stability and relia- 
bility of foreign economic relations, the limitation of the influence of crisis 
phenomena and fluctuations of prices on the capitalist markets. Precisely for 
this reason the FRELIMO and the Government of the People's Republic of Mozambique 
are striving resolutely for the quantitative and qualitative development of eco- 
nomic relations with the CEMA member countries. 


'm the communique on the 35th meeting of the CEMA Session it is noted that the 
CEMA member countries, in improving and intensifying mutual cooperation, invari- 
ibly svoport the development of equal mutually advantageous economic cooperation 
with countries which are not CEMA members, including the developing countries. 
They are actively participating in the international division of labor. In con- 
formity with the peace-loving course of their foreign policy they are consistent- 
ly supporting the struggle for the reorganization of international economic rela- 
tions on a democratic and just basis. Guided by these principles, the CEM: 
member countries are continuing to develop and strengthen their economic coopera- 
tion with the People's Republic of Mozambique and to expand mutual trade with it. 
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